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Naval Program 
Not Competitive, | 


Says Mr. Wilbur 


Construction Requested Rep- 
resents National Need, De- 
clares Secretary of 
Navy. 


Views Are Presented 
To Senate Committee 


Chief of Naval Operations Ad- 
vocates Plan as Provision 
for Adequate Defense 
Within Five Years. 


| bulletin 


| normal, 
| represented by the period between the 


Weather During 1927 
Warmer Than Usual 


Precipitation Also Above Nor- 
mal, Weather Bureau States 


Weather during 1927 was warmer and 
wetter than normal and the growing sea- 
son was longer than in the average year, 
according to a statement in the weekly 
weather and crop bulletin, issued Janu- 
ary 11, by the Weather Bureau of the 
Department of Agriculture. 

Notwithstanding certain adverse con- 
ditions, weather during the year has 
been generally favorable to crops, the 


states. December was colder 
than normal over most of the country. 


The report on the weather for 1927 | 


follows in full text: 
Summaries from the nearly 200 first- 


| order Weather Bureau stations, well dis- | 
the United States, | 


tibuted throughout 
show that the year 1927, for the country 
as a whole, was warmer and wetter than 
and that the growing season, 





Declaring that “America needs a first- 


class Navy,” the Secretary of the Navy, | 


Curtis D. Wilbur, appeared, January 11, 


before the House Committee on Naval | 80 per cent of the country, and markedly | 


Affairs and comphrehensively outlined 


the reasons moving the Department of | 
the Navy and the Admnistration in ad- | 


vocating enactment of H. R. 7359, provid- 


ing for an outlay of approximately $725,- | 
000,000 for construction of new naval | 


vessels, 
The bill before the Committee, intro- 


duced by Representative Thomas 8S. But- | 
ler (Rep.), of West Chester, Pa., = | 


man cf the Committee, calls for th n- 


struction of 25 light cruisers, 9 destroyer | ee ae ee 
Governor of Utah Says Meas- 


leaders, 32 submarines and 5 aircraft 
carriers. 
Program Based on Needs. 


Secretary Wilbur told the Committee 


that the program presented to Congress | 
“is in no sense competitive but is based | 
upon the needs of our Navy as it is de- | 
termined by the Secretary of the Navy | 


upon the technical advice of the General 
Board of the Navy.” He stressed particu- 


- larly the need for treaty tpye of cruisers, | : ante 
- ei ’ | enactment at present of the Swing Boul- | 


der Dam bill (H. R. 5773) was presented | 
to Congress on January 11 by the Gov- | 


pointing out that other nations have ex- 
pressed “in unmistakable térms_ their 
judgment of their own needs in this type 
of ship.” 

Secretary Wilbur outlined the program, 
calling for construction of 25 cruisers, 5 
aircraft carriers, 9 destroyer leaders, and 
32 submarines. He pointed out that, with 
the exception of aircraft carriers, the 
classes of vessels whose construction 
would be authorized under the program 


tion of Naval Armament.” 


Discussing the cruiser building plan, | 
Secretary Wilbur said the building of | 


25 additional cruisers as provided in the 


together with those eight building and 


the 10 already constructed, making a | 
H® said that at | 
the Geneva conference Great Britain ex- | 


total of 43 such ships. 


pressed her willingness to agree with 


the United States on elimination to 600,- | 


000 tons of cruisers, “but we felt, in 
view of our needs, that such an agree- 
ment would be no limitation at all.” 


Limit Proposed at Geneva. 


He Poysed out that the original pro- 

posal of ‘the United States at Geneva 
was for cruiser tonnage of between | 
250,000 and 300,000 tons, “a tonnage 
less than we felt necessary for our 
fleet.”’ 

“We were willing to accept the hazard 
of building a less tonnage than we 
needed,” he said, ‘“‘if the other powers 
would accept similar hazards. Great 
Britain was not willing to accept this 
limitation, but felt her needs for the 
large tonnage of cruisers she proposed 
to be imperative for the protection of 
her national interests.” 

Secretary Wilbur also said that the 
need for auxiliary ships was evident. 

“Just as a battleship needs armor | 
and guns so it also needs submarines, | 
destroyers, cruisers and aircraft for its | 

protection,” he commented. | 
_ Emphasizing the need of the construc- | 
tion program, Secretary Wilbur said: 

“If the building program here pre- 
sented is carried out and supplemented 
by a continuous building and replace- 
ment program designed to spread the 
cost of such construction uniformly over | 
a period of 20 years, and if this building | 


| best interests of all .seven States 


last killing frost in spring and the first in 
fall, was longer than in an average year. 

The temperature for the year, as a 
whole, was above normal over more than 


{Continued on Page 5, Column 3.J 


Four States Oppose 


Boulder Dam Bill at 


Committee Hearing 


ure Would Jeopardize the 
Rights of Upper Basin 
of Colorado River. 


The opposition 


Upper Colorado River Basin States, to 


ernor of Utah, George H. Dern. 
Governor Dern’s statement was made 


before the House Committee on Irriga- 
tion and Reclamation, which is holding 


hearings on the Swing measure and 


| other bills relating to the proposal Boul- | 


| der Dam development. 
“are not. limited as to total tonnage by | P 


the Washington Treaty for the Limita- | 


Protests Form of Bill. 
“T can tell this Committee,” said Gov- 


ernor Dern, “that all the States of the | 
Upper Basin of the Colorado River are | 
| here to enter a solemn protest against | 
bill would fill the needs of the Navy, | 


the passage of this bill at the present 
time and in its present form. Four 


States of the American Union are here | 
today to say to Congress that the pas- | 
sage of this bill will jeopardize, if not | 
sovereign | 


transgress, their inherent 
rights and their vital interests.” 

The witness spoke of the conferences 
of the interested States held in Denver 


| early in 1927 in an effort to reach an 


agreement respecting the equitable dis- 
tribution of water and to remove the 
_barriers to efficient control and develop- 
ment of the river. The first meeting, he 
said, was adjourned to permit the three 
States of the Lower Basin, California, 
Arizona and Nevada, to consider the 
question of power development and agree 
upon a common policy respecting that 
phase. 

Foreseeing the difficulty that sub- 
sequently was met in the negotiations of 
the Lower Basin States, Governor Dern 
said, representatives of the Upper Basin 
States met again in Denver on December 
19, 1927. There it was agreed that the 
de- 
manded that an equitable apportionment 
of the use of the waters of the river 
should precede authorization or con- 
struction of the works on the lower river. 


Gives Position of Utah. 
Speaking specifically for his own State 


of Utah, Governor Dern Said that at the 
outset he wished to correct the erro- 


|; neous impression that Utah opposed the 


Swing bill because it would put the 
Government into the power business. As 
Governor of Utah he said that he pro- 





is systematically and continuously kept | 


[Continued on Page 3, Column 1.] 
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tested the passage of the Swing bill, 


of Utah, Wyoming, | 
| Colorado, and New Mexico, the so-called 


Inquiry Finished 


On Business in 


Federal Trade Commission 
to Submit Report on Com- 
petitive Conditions in 
Industry. 


Survey Undertaken 


Co. and Other Large Han- 
dlers of Equipment 
Are Considered. 


filed with the Senate, January 12 by the 
Federal Trade Commission. 

This, it was announced January 
constitutes the second part of the re- 
port made in response to Senate Reso- 
lution 329, of the second session of the 
Sixty-eighth Congress. 


control 
power companies, was made February 21, 
1927. 

The second part of the report analyses 


the General 
Westinghouse 


relative 
Electric 


of 
the 


importance 
Company, 


American Brown 
poration. 


Boveri Electric Cor- 
Letter of Submittal. 

The title of the report is “The Supply 

tive Conditions.” 

a summary of the principal features and 


observations. 
The letter follows in full text: 


and Competitive Conditions.” 


ume of the report made in response 
to Senate Resolution 329, Sixty-eighth 
Congress, second session. 





| submitted to the Senate February 21, 
1927, dealt primarily with the organi- 
| zation, control and ownership of com- 


reference to the extent of the control 
exercised by the General Electric Com- 
pany. 


Compatitive Conditions. 
At the time the 
resolution was adopted, it was stated 


| Co. has acquired a monopoly control 
; over the manufacture, sale, and distribu- 


tus. Part I of the present volume shows 
the results of the Commission’s inquiries 
on this point including competitive con- 
— prevailing in the manufacturing 
ield. 
with competitive conditions in the elec- 
tric power industry, considers also how 
such conditions are affected by the in- 
dustry’s status as a public utility sub- 
ject to government regulation. 

The General Electric Co. has been 
for many years the largest manufac- 
turer of power plant machinery and 
| equipment in the United States. Its 





after its formation) to nearly $327,000,- 
000 in 1926; its total investment in- 


| creased from about $51,000,000 in 1893 | 


net earnings were a little less than $3,- | 


| to nearly $382,000,000 in 1926; and its 


000,000 in 1893 and (before deducting 
Federal income taxes) over $59,000,- 
000 in 1926. 

As compared with the Census clas- 


sification of “electrical machinery, ap- 


ae and supplies,” which includes 


the electric power industry, the value 
| of the General Electric Company’s out- 
! put has represented from 16 to slightly 
| more than 20 per cent of the total value 
| for the country in recent Census years. 


} [Continued on Page 6, Column 5.] 








Treaty on Contraband = Favorable Report Predicted for House Bill 


With Belgium 


Agreement Would Prevent the | 
IHegal Imports of Liquors | 


Ratifications of the treaty between the 
United States and Belgium to prevent | 
the illegal importation of intoxicating 
liquors were exchanged on January 11, by | 
the Secretary of State Frank B. Kellogg | 
and the Belgian Ambassador, Prince Al- | 
bert de Ligne. 

The treaty, according to an announce- 
ment by the Department of State gives 
+he United States the right to search Bel- 
gian ships suspected of carrying con- 
traband liquor within one hour’s  sail- | 
ing distance of the American coast. It | 
also gives Beligian ships the right to | 
enter American ports with stocks of | 
liquor aboard, provided they are intended | 
only for the crew and passengers and | 
are kept under seal. The announcement 
by the Department of State follows in 
fuli text: 

Ratifications of the treaty between the | 
United States and Belgium, signed De- | 
cember 9, 1925, to prevent the illegal im- 
portation of intoxicating liquors were ex- 
changed today at the Department of | 
State. The treaty is similar to 
that signed with the same object between | 
the United States and Great Britain and 
other countries, 


| girls,’ ” 


Ratified | To Develop Work of A gricultural Extension 


Chairman of Committee States Members Are in Accord 
With Measure Following Its Amendment. 


While the Ketcham Agricultural Ex- 


formally approved, members of 
House Committee on Agriculture 
generally in accord with the proposal as 
amended, it was stated orally January 


11, by the Chairman of the Committee, | 


Representative Gilbert N Haugen (Rep.), 
of Northwood, Iowa. ene 


_ Following an open hearing and execu- 
tive session of the Committec, 


the amended bill would be reported fa- 


| vorably to the House. 


: Amendments to the bill, which is de- 
signed further to develop agricultural 
work in the United States, provides that 
“at least 80 per cent of all appropria- 
tions under this act shall be utilized 
for the payment of salaries of extension 


| agents in ‘counties of the several States’ 


to further develop the cooperative ex- 
tention systeni in agriculture and home 
economics, ‘with men, women, boys and 
and that “funds available to the 
| several States under terms of this act 


shall be so expended that the extension 
| agents appointed under its provisions ! 


on Mr. | 
| Haugen said it was safe to predict that | 


proportion.” The amendments embody 
proposals by the General Federation of 


; would provide for women and 


| trained women county leaders. 


| a local leader of boys’ and girls’ 
work organized under the 
Service of the Department of Agricul- 
ture, testified before the Committee in 
favor of the bill. 
| club work should be given emphasis 
| because it leads to contacts between par- 
ents and the county agricultural and 
home demonstration agents. 


Statements favoring the bill were 
submitted by the Secretary of the Ameri- 
can Home Economics Association, Miss 
Alice Edwards; the Legislative Repre- 


sentative of the American Farm Bureau, | 


Chester H. Gray; Mr. Fred Breneckman 
of the National Grange; the Secretary 
of the Nationai Committee on Boys’ and 


Girls’ Club Work, G. L. Noble, and Ed- , 


gar E. Mountjoy of the American Bank- 
ers Association. These statements were 
ordered to be placed in the record. 


| of Chicago, Ill. 


Activities of General Electric | ask Seeretary Davis if he would meet | 


A report on competitive conditions in } 
the electric equipment industry will be | 


11, | 


The first part | 
of the report, dealing with organization, ; 
and ownership of commercial | 


the electrical supply field, showing the | 


| Electric & Manufacturing Co., the Allis- , 
Chalmers Manufacturing Co., and the | 


of Electrical Equipment and Competi- | 
Accompanying the re- ! 
| port is a letter of submittal embodying | 


To the President of the Senate: There | 
is submitted herewith a report entitled | 
“The Supply of Electrical Equipment | 0 
| 746,032 from the budget of 1928 for the |! 
This is the second and concluding vol- ; 


The first vol- | 
; ume, “Control of Power Companies,” | 


mercial power companies, with special | 


above-mentioned | 


in the Senate that the General Electric | 
| recommended 


tion of electrical equipment and appara- | 


Part II of this volume, dealing | 


value of sales billed increased from $16,- | 
000,000 in 1893 (the first complete year | 





| shall be men and women in fair and just 

tension bill (H. R. 6074) has not been | 
the | 
are | Women’s Clubs requesting a law which | 
girls | 


Mrs. D. B. Phillips of Forestville, Ohio, | 
club | 
Extension | 


Mrs. Phillips said that | 





Mr. Davis to Confer 
With Coal Operators 


| Will Dicuss the Situation With 


Electrical Goods 


Executives from Illinois 


| coal industry of the country, including 
chiefly the economic situation, will be | 
discussed at a conference between Ili- | 
nois coal operators and the Secretary 
| of Labor, James J. Davis, to be held in | January 11 by Colonel Paul Henderson 
his office at the Department of Labor | 


on January 25. 
Department of 


Secretary Davis and Frank H. Wood, 


Mr. Wood, it was stated, 
called at the Department of Labor to 


with the operators at the time men- 
tioned for a general discussion of con- 
ditions within the industry. 


understand, it was said, that the opera- 
tors will be in Washington on other busi- 


ness at the time indicated and desire to | 


take advantage of the opportunity to dis- 


cuss the situation with Secretary Davis. 


Supply Measure for 


Interior Department 


Is Reported to House | 


| ginning February 


‘ : ° | the pending costof-production investiga- 
Carries Proposed Appropria- ae E g 


tions of $272,430,789 for 
Fiscal Year 1929; Esti- 
mates Are Cut. 


carrying a total of $272, 


Representative Madden (Rep.), of Chi- 


cago, Ill., chairman of the House Com- | 


mittee on Appropriations. 
The appropriations proposed in the 
measure amount to reductions of $38,- 


Department of the Interior, and $678,- 
800 in the estimate of the Bureau of the 
Budget for 1929 submitted to Congress 
by the President in December. 

Budget Estitu<3® Réduced. 

The largest single cut in the budget 
estimate is found in the funds provided 
for the development of reclamation proj- 
ects. Although the neW bill shows an 
increase of $775,200 for the Reclamation 


| Service over the appropriations for the 
| current fiscal year, the budget estimate 


for 1929 had been reduced by $976,000. 
Policy Relative to Reclamation. 
The bill provides $12,729,000 for rec- 
lamation purposes as against $13,705,000 
by the Bureau of the 


Budget and $11,953,000 appropriated for | 


the fiscal year of 1928. 


The chief reduction in the Riverton 
project, Wyoming, and other reductions 
under the Bureau ot Reclamation, the 
report says, result from the policy of 


paid-in-advance maintenance and opera- 


tion charges wherever possible rather 


has been set for January 12, 13 and 14 
to insure early passage. 
The full text of the summary of the 


[Convinued on Page 3, Colunmn 7.] 


Air Corps Will Inspect 


Craft Built for Canada | 


The Army Air Corps will inspect air- 
craft under construction for 
nadian Government, upon the request of 


Department of War on January 11 fol- 
lows in full text: 

In conformity with a request from the 
Canadian Minister in regard to the in- 
spection by the Army Air Corps of air- 
craft under construction for the Ca- 


nadian Government by the Consolidated | ———— 
| Measure Carries Appropriations 


Aircraft of Buffalo, the War Department 
has expressed willingness to make this 
inspection. In order that the inspector 


may have the necessary information on 


which to base his inspection, the War 
Department has requested that copies of 
the contract, specifications, blue prints 
and other pertinent data pertaining to 
the procurement and the manufacture 
of these planes be forwarded to the 
Chief, Materiel Division, Air Corps, 
Wright Field, Dayton, Ohio. 


Complete 
News Summary 
and Index 


... of every article in 
this issue will be found 
on the Back Page. 


The News Summary 
is Classified by topics 
every day for the 
convenience of the 
reader. 
——$ > 
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| progress of aeronautics during the past 
Officials of the Department of Labor | i 


| derson told the President. “ 


| Tariff Commission to Hold 


‘ [ae celia aa | weeks. 
The bill (H. R. 9136) containing pro- | 


| posed appropriations for the Department 
| of the Interior for the fiscal year 1929, 
430,789, was re- | 


| Railroads Oppose 


ported to the House on January 11 by | 


the Ca- | 
| vices with which the latest locomotives | 
the Canadian Minister, Vincent Massey. | 


] | An announcement to this effect by the | 
important products that are not used by | 


| and Labor 
| January 

/ amendment which would have increased 

| the border patrol allotment by $100,000. ; 


| Armed Services Said to Be Better Equipped Than Year 


General conditions in the bituminous | 


Ago; Advancement in A viation Credited to Co- 
operation With Government. 


Presiient Coolidge was informed on | 


on behalf of the Board of Governors of 


| the Aeronautical Chamber of Commerce | 
| This announcement was made orally | 

on Januaryll at the 
| Labor following a conference between | 


At Senate Request | 


, President of the O’Gara Coal Company, 


of America that with few minor excep- 


tions the work of the aeronautical in- | 
dustry which supplied aircraft to the 
Army and Navy during the past year 
has made effective progress. 

Colonel Henderson, who is President 
of the Aeronautical Chamber of Com- | 
merce, called with other officers and 
members of the Board of Governors to | 
report to President Coolidge on the 


year, and to pledge the organization’s 
cooperation in the development of the | 
Government’s aircraft program. 
The armed services are better equip- | 

ped from an aeronautical point of view 
than they were a year ago, Colonel Hen- | 
he provi- | 


Hearings in Milk Inquiry | 


The United States Tariff Commission 
has decided to hold public hearings be- | 
25 in connection with 
tion covering milk and cream. 

It was announced orally at the offices | 


| of the Commission that the Commis- 


sion’s statement of preliminary informa- | 
tion will not be made public for several | 
The milk and cream investiga- | 


| tion was ordered by the Commission on | 


March 4, 1926, it was announced. 


Engineers’ Demands 


Arguments Against Wage In- 
crease Presented at Arbi- 
tration Hearing. 


The hearing before a board of arbi- | 
tration appointed under the terms of 
the Railway Labor Act relative to the 
request of the Brotherhood of Loco- 
motive Engineers for a general increase 


| of 15 per cent in wages of locomotive 


engineers on the railroads of the South- 
east was resumed on January 11. 
The taking of testimony on behalf 


of the railroads in opposition to the in- 
crease was begun. Testimony on behalf 


of the Brotherhood has been completed. 


Buildings Trades Wages Discussed. 

The first witness for the railroad, A. 
J. Bier, secretary of the Bureau of In- 
formation of the Southeastern Railways, 
read quotations from various reports re- | 


rt | lating to wages and conditions in the 
requiring the use of power revenues and | 


building trades in rebuttal of compari- 
sons between building trade wages and 


| those of engineers previously introduced. 
than an appropriation of Federal funds. | 
a : 3 
Consideration of the bill by the House | muade Kigher than they would be other- | 
wise because of the irregularity of em- 
' ployment, due to seasonal and other con- | 
| ditions. 
| by the higher wage scales of daily rates | 


The reports read by Mr. Bier stated 
that wages in the building trades were 


The annual earnings produced 


indicated, it was argued, a much differ- 


| ent comparison than that produced by 
| examination of daily rates. | 


Aid of Modern Devices. 

W. W. Shelton, road foreman of en- 
gines on the Chesapeake & Ohio, de- ! 
scribed the improvement in locomotive | 
construction and the many modern de- 


are equipped, saying that these reduce 


[Continued on Page 6, Column 3.] 


| Four-Department Bill | 


Approved by House 


of $89,048,000 for 1929 


With only minor changes, the bill (H. | 
R. 8269) making 1929 appropriations of | 
approximately $89,048,000 for the De- 
partments of State, Justice, Commerce, | 

was passed by the House, | 
11, following defeat of an | 


This amendment was proposed by Rep- | 


, resentative Celler (Dem.), of New York:} 
| City, 


when’ Representative Johnson 
(Rep.), of Hoquiam, Wash., Chairman ; 
of the Committee on Immigration, failed 
to get consideration of his amendment 
which would have increased the fund | 


| for regulating immigration by $500,000, 


or from $7,110,000 to $7,610,000. 
Representative Johnson’s amendment, 

which held up passage of the bill the | 

preceding day after completion of the 


| third reading, did not come to a vote. 


Representative Celler’s amendment of a 
similar nature was defeated just before 
the final vote on the bill. 

Except for minor items, the bill in its 
essential details remainded unchanged 


| from that reported by the Committee on 


Appropriations and in charge of Repre- 
sentative Shreve (Rep.), of Erie, Pa., 
which provided the fohowing appropria- | 


| tions: 


Justice, $26,657,- 


State, $13,875,955.14; 
7,545,960.00; Labor, 


730.00; Commerce, $3 
$10,968,340.00. 
As passed, the bill increases by about 


| $1,536,000 the appropriations of 1928 and | 
| is about $170,000 below Bureau of the | 


Budget estimates, 


House January 


sions of the five-year program,” he said, 
“have made this progress possible and 
unquestionably the net result at the end 
of the five-year period will be pleasing 


| to you; pleasing to Congress, and will | 


see the services equipped to mect their 
peace-time requirements.’ ; 
After the conference with Mr. Coolidge 


| Colonel Henderson made public a state- 


ment presented to the President on be- 
half of the Board of Governors. The full 


| text of which follows: 


A year ago you were kind enough to 
receive us. The group coming to you 
today differs from the group which you 


| received last yeay only in certain in- 


dividuals, there having been a new Board 


| of Governors of our organization chosen | 


recently. . ; 
Last year we left our meeting with you 


[Continued on Page 2, Column 5] 


Irrigation Project 


In Columbia Basin 
Is Urged on Senate 


Committee Advised That 
Studies Show Plans Are 
Feasible and Time for 


Action Has Come. 


The Senate Committee on Irrigation 
| and Reclamation on January 11 began | 
| hearings on the bill (S. 1462) introduced | 


by Senator Jones (Rep.), of Washington, 


| proposing the adoption of the Columbia | 


River Irrigation project. 


Witnesses favoring the bill were heard | 


by the Committee on the opening day, 
including Hervey Lindley, president of 


| the Columbia Basin Irrigation League, 


and Arthur J. Turner, of Spokane, an | 
| engineer associated with the League. 


Mr. Lindley outlined for,the Commitee 
thé organization and ‘purposes of the 
League. His statement follows in part: 

“The Columbia Basin Irrigation League 
is a voluntary organization of citizens of 
Montana, Idaho, Oregon, and Washington 


for the purpose of developing the Colum- | 


bian Basin Project. 
Prospects Are Still Studied. 

“For eight years we have functioned 
and been responsible for surveys having 
been made to determine the cheapest and 
best manner for supplying the lands with 
water. Witnesses who will appear before 
you will develop those findings in detail. 

“The sum of $512,139.89 has been ex- 
pended in the making of three surveys and 
one review report, and in 
the project to the place it now occupies 
before Congress and the country. Of 
this the State of Washington appropri- 
ated $182,499.70, the United States $195,- 
600.34, and the sum of $134,030.85 was 
contributed by members of the league, 
as per statement I am offering to be 
part of the record. 

“These investigations were made to 
determine whether the project is a feas- 
ible one for reclamation by the Govern- 
ment of the United States. The first 
survey was made by the State of Wash- 
ington in 1919. 


[Continued on Page 3, Column 5.] 


Lower Duty Proposed 
For Precious Stones | 


| Representative Celler Declares | 


High Rates Are Ineffective 


A bill reducing the duty on precious | 
stones from 20 per cent to 5 per cent | 
into the | 
Representative | 


introduced 
11 by 
(Dem.), 


ad valorem was 


Emanuel Celler of Brook- 


lyn, N. Y. 


Declaring that under the present ar- 


rangement, “the greater the duties the | 


less the revenue,” Mr. Celler, in a recent 
statement, says that the 20 per cent 


| duty places a premium on smuggling. 


Mr. statement follows in full 
text: 


I have this day introduced a bill to 


Celler’s 


reduce the duty on diamonds and other | 


precious stones from 20 per cent to 5 
per cent ad valorem. Millions of dollars 


worth of diamonds are being smuggled | 


into the country by amateurs and pro- 


fessionals each year and no means are | 
available to prevent or even put a dent | 


into this illegal traffic. 
for years the rate was 10 per cent, and 
mv own party, when it came into power 
in 1913, increased the rate 


«eralds and other precious stone were 
a luxury and should bear a heavier tax 
and thus yield a greater revenue. Thus 


a premium was placed upon smuggling. | 
Now | 


The cache was of greater value. 
the jewelry trade claims that legitimate 
business in diamonds, pearls and other 
stone in the United States is being 
threatened with extinction. They can- 
not compete in the open market with 
illicit dealers who purchase their stones, 
free of duty, from professional “car- 
riers.” The value of smuggled diamonds 


totals more than $40,000,000 a year. This | 


well nigh equals the value of legitimate 
importations. ee 
The Government has been most vigi- 


lant and done everything in its power | 


[Continued on Page 2, Column 7.) 


forwarding | 


In 1922 Gen. George W. | 


But strangely, | 


to 20 per.! 
| cent, upon the theory that diamonds and | 


President Is Told of Progress Railway Counsel 
Made by Aeronautical Industry Su 


pports Bill to 
| Permit Mergers 


| Obstacles to Consolidation 
| Under Present Law Are 
Reviewed by Executives’ 
Spokesman. 


_ Coast-to-Coast Roads 
Are Urged at Hearing 


Senate Committee Is Told Long 
Systems Might Aid in 
Reducing Rates 
on Crops. 


Legislation to amend the Transportae 
tion Act of 1920 and permit voluntary 
railroad consolidation, subject to the ap- - 
proval of the Interstate Commerce Com- 
| mission, was urged by Alfred P. Thom, 

general counsel of the Association of 
| Railway Executives, at the hearing be- 

fore the Senate Committee on Interstate 
; Commerce on January 11. 
The hearing was on Senate Bill 1175. 
Mr. Thom referred to the obstacles to 
consolidation included in the present law, 
regarding which testimony had been 
given before the Committee by Comis- 
| sioner Hall of the Interstate Commerce 
| Commission, and also pointed to the need 
for providing corporate power to enable 
| the railroads to carry out a policy of uni- 
| fication along the lines of the apparent 
intention of Congress. 

He also told the Committee that al- 
though Daniel Willard, president of the 
Baltimore & Ohio Railroad, had previ- 
ously taken the position that additional 
consolidation legislation is not necessary, 
he was authorized to say that Mr. Wil- 
lard, in view of the opinion of other rail- 
| way executives and the Commission that 
legislation is necessary, now would go 
along with the effort to obtain the pro- 
posed legislation. 


Intercoast System Favored. 

Mr. Thom, who had previously testi- 
| fied before the Committee at length, con- 
| fined his remarks mainly to details of 

the bill, Senator. Wheeler--(Dem:),. of 
Montana, said he would oppose any pro- 
vision to authorize the issue of stock 
of par value. Senator Brookhart (Rep.), 
of Iowa, asked if any provision is in- 
cluded in the bill for the creation of 
coast-to-coast systems, saying that the 
: Canadian railroads are able to offer bet- 
ter rates to farmers in western Canada 
than the rates on railroads in this coun- 
try. because the Canadian lines extend 
| from coast to coast. Mr. Thom said 
the bill does not provide for any specific 
grouping. 

There was some discussion of a pro- 
vision in the bill eliminating bonds from 
voting rights in connection with unifica- 
tion cases. Mr. Thom said that some 
railroads give voting rights to bondhold- 
ers in cases involving disposition of 
property against which the bonds were 
issued but that it has been held that the 
power of Congress to regulate cannot be 
limited by contract of the private parties 
to be regulated. He said the rights of 
bondholders would be fully protected un- 
der other provisions of the bill requiring 
an acquiring company to assume obliga- 
tion in respect of outstanding bonds. He 
filed a memorandum on this phase of the 
| bill prepared by J. P. Blair, general coun- 
sel of the Southern Pacifie Company, 


Competition Clause Disputed. 

There is a difference of opinion be- 
tween the railway executives and the 
National Industrial Traffic League, Mr. 
Thom said, with respect to the language 
designed to prevent any undue lessening 
of competition as a result of a unifica- 
tion. He said the league wants the bill 
to state that there shall be no substantial 

lessening of competition but that the 
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Shares of Land Bank 
Assessed 100 Per Cent 


Action Is Taken to Liquidate 
Milwaukee Institution 


A 100 per cent assessment or $1,200,- 
000 has been made and levied upon the 
sharcholders of the Bankers Joint Stock 

, Land Bank, Milwaukee, Wis., which has 
been in the hands of a receiver, Howard 
Greene, since July 1, 1927, the Federal 
Farm Loan Board announced January 11, 

The fuli text of the Board’s announce- 
ment follows: 

The Farm Loan Board announces that, 
in accordance with the recommenda- 
| tion contained in the report of the Re- 

ceiver of the Bankers Joint Stock Land 
| Bank of Milwaukee, dated January 9, 
1928, it has made and levied an assess- 
ment upon the shareholders of the Bank 
| for $1,200,000, or 100 per cent of the 
capital stock of the Bank, to be paid by 
them ratably on or before the first day 
of March, 1928, an has directed the Re- 
ceiver to take all necessary proceedings 
to enforce the Iiability of the share- 
holdeis. : 

The Board has authorized the Receiver 
to grant an’extension of time, without 
interest, to any shareholder who pays 25 
per cent of his assessment on or before 
March 1, 1928, and gives a written obli- 
gation, satisfactorily guaranteed, to pa 
25 per cent additional on or before Apri 
1, 1928, 25 per cent additional on or 
_ fore May 1, 1928, and the remaining 25 

per cent on or before June 1, 1928, 

Appropriate notices will be sent by the 
Receiver to each of the shareholders of 
the Bank at the time it was placed in the 


} hands of the Receiver, 
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- Four States Oppose 


Boulder Dam Bill at 
Committee Hearing 


' Governor of Utah Says Meas- 


ure Would Jeopardize the 
Rights of Upper Basin 
of Colorado River. 


[Continued from Page 1.] 
hecause that was the position taken by 
the people of Utah through the medium 
of the Utah legislature. 

“The official position of Utah,” he 
said, “is that the State opposes any and 


all development in advance of the com- | 


pletion of the States’ compact.” 

His state, he said, objected to any 
proposal to build a mere flood control 
dam for the Imperial Valley, which 
omits protection of the rights of Utah 
and the other States of the Upper Basin. 
Utah, he explained, is not fighting Cali- 
fornia, nor is his State fighting the Boul- 
der Dam development, provided it is 
built on the right terms, but the Swing 
bill does not provide those terms. 

Benefits For California. 

As designed, he said, the project 
would give California the following bene- 
fits at the cost of the States which fur- 
nish the water of the river: 

1, flood control for Imperial Valley; 
9. silt control for Imperial Valley; 3, 


“> 


drought control for Imperial Valley; 4, 


reclamation of additional lands in Im- | 


perial Valley and_ South California; 5, 
the All-American Canal for Imperial Val- 
ley; 6, an augmented domestic water 
supply for Los Anglese and other South- 
ern California cities; 7, an abundant sup- 
ply of cheap electric power. 

The pending measure, Governor Dern 
said, is primarily a California measure. 
As for the flood control danger in the 


Imperial Valley, Governor Dern said that | 


he was not trying to minimize this situ- 
ation, but he was convinced as the result 
of his own investigation and the investi- 


gation of others that no crisis in this re- | 


spect was impending which required 


hasty action 
Some Objections Answered. 
Prior to the appearance of Governor 
Dern, Representative Swing, author of 


the bill and a member of the Committee, | 
answered some of the objections to the | 


bill that had been made previously by 
Representative Douglas, of Arizona, also 


a member of the Committee. Mr. Swing | 


said only two counties in Arizona were 


really concerned with the Boulder Dam | 


development, Mohave and Yuma. 


He introduced letters from the Cham- | 


bers of Commerce of Hickman in Mohave 
County and Yuma favoring the legisla- 
tion. He said that there were only 2,000 
people in Mohave County and the town 
of Hickman would be close to the con- 
struction camp of the project and ex- 
pected to profit thereby. 


Friendly to California. 
Governor Dern in elaborating on Utah’s 


position said: ; 
“In opposing the Swing and Johnson 


our 


factory market for her products. We are 
so far from the eastern centers of popu- 


lation that the high freight rates, and the | 
competition of the Middle West which we | 


have to cross, shuts us out of that great | 
| @ member 


consuming territory. 


“We are finding that the best outlet | 


for our surplus is on the Pacific Coast, 


and hence we have become directly in- | 


terested in the growth and development 
of Southern California. We have a sel- 


fash interest in seeing Los Angeles grow, ; 


*ecause every additional inhabitant of 


#os Angeles is potentially another con- | 


sumer of Utah products. As the popula- 


tion of California grows, Utah’s market | 


is enlarged. 


“Since our prosperity depends so 


fargely upon the Pacific Coast market, it | 


«vould be suicidal for us unnecessarily to 
Sight California and arrest her growth. 
In this controversy over the Colorado 
River, Utah and California are natural 
tallies. As the logical friend of Cali- 


fornia, I have urged her representatives | 
to so phrase their bill that we could af- | 
ford to support it, but to our disap- | 
pointment they have ignored the points | 


that are absolutely vital to us. They 
have spurned our help and forced us to 
oppose them. 
Not Opposed to Dam. 
“To proceed with the process of elimi- 
giation, we are not fighting the Boulder 


Dam, provided it is built on the right | ‘ : 

; would find one of its old channels and | 
| flow into the Salton Sea. 
| a channei there would doubtless be some 


terms. 

*‘If we wanted to be selfish we could 
find some good reason for opposing the 
Boulder Dam. 
fear that the products of the new lands 
to be reclaimed by this project would 
glut the Los Angeles market and hurt 
our farmers. For another thing, 
might fear that the extremely cheap 
power that Los Angeles expects to get 
from the Boulder Dam, will attract new 


industries there and keep them from lo- | 


cating in Utah, thereby retarding our 
growth, 
**Mr. Scattergood, of the Los Angeles 


Bureau of Power and Light, frankly told | 


me that this advantage is one of their 
objectives. For still anther thing, we 


might fear that this great new supply | 


of cheap hydro-electric power will de- 
stroy a great potential market for Utah 
coal. 
gently urge that Congress will be guilty 
of sectional discrimination if it takes 
money from the National Treasury, part 
of which is contributed by Utah, to give 
Los Angeles an industrial advantage over 


Utah cities, since that would amount to |} 


using the money of Utah taxpayers to 
their own hurt. 
Selfish Views Rejected. 

“*We have steadfastly declined to urge 
these sclfish considerations against the 
Boulder Canyon project. 
to our people that we must be scrupul- 
ously fair and unselfish and that, so long 
as we are just, Congress will never deny 
our legitimate claims. 
is well founded. 

“IT believe I have already eliminated 


the proposition that Utath is fighting | 


the proposed Government power plant, 


by admitting that this is none of our | 
business. Members of our Congressional | 


delegation may oppose this scheme, but 


the State is not interested one way or | 


the other, provided no precedent is estab- 
lished that could hurt us in the future. 

“It ought not to be necessary to elimi- 
nate another proposition, that Utah is 
fighting in behalf of private power in- 
terests.” 

Discussing the flood danger in 
perial Valley, Governor Dern said: 

“When the Mississippi breaks its lev- 
it immediately begins to submerge 
hemes, drown livestock and 
life. If the 


ees 
farms and 
destroy human 





i ing the documents, 
' Hearst papers. 


For one thing, we might | 


we | 


For a final objection I might co- | 
| towns. 


We have said | 


I hope our faith | 





Im- | 


. Colorado | 
River should break its levees the water | 
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Investigating Committee of Senate Finds 
Alleged Mexican Documents Were Forged 


Continuation of Investigating Body Recommended in Or- 
der to Fix Responsibility for Fraud. 


The Special Committee of the Senate 
which has been investigating the au- 
thenticity of documents published in the 
Hearst newspapers purporting to show 


payments to United States Senators by 
Mexican officials, made a _ preliminary 
report to the Senate on January 11 that 


it is unanimous in the conviction that | 


all of the documents are spurious and 
fraudulent and recommended that the 
Committee be not discharged for the 
present in the hope that evidence may 
be discovered fixing the responsibilities 
for the forgeries. There is not a scin- 
tilla of evidence, the report declares, 
that any United States Senator accepted 
or was promised any money by any rep- 
resentative of the Mexican Government, 

The report was presented by Senator 
Reed (Rep.), Pennsylvania, chairman of 
the Special Committee, the other mem- 
bers of which are 
(Rep.), California; Jones (Rep.), Wash- 
ington; Robinson (Dem.), Arkansas; and 
Bruce (Dem.), Maryland. 


Explaining the report when he pre- | 
sented it to the Senate, Senator Reed de- | 
clared that in all cases covered by the | 
hearing the only evidence brought forth | 


to support the authenticity of the docu- 
ments was the unsupported word of 
Miguel Avila, an American of Mexican 


ancestry, who testified that he had ob- 
the Hearst 


tained the documents for 
papers by purchasing them from em- 
ployes of the Mexican Government in 
Mexico City and at the Mexican consulate 
in New York. 


“Mr, Avila was the recipient of up- | 
| wards of $18,000 which he said he paid | 
| papers. 


to the Mexican clerks from whom he said 
he obtained the documents,” 
Reed said. “He further said that he 
himself received no compensation for his 
services except a weekly salary of $50 
paid him by the Hearst papers or by 
Mr. Hearst.” 


Reviews Testimony _ , 


Of Handwriting Experts 


Senator Reed then reviewed the testi- | 


mony of handwriting experts who re- 
ported that the documents were forger- 
ies. It is obvious, the Senator said that 
32 out of the 35 forged signatures of 
President Calles of Mexico, were forged 
by the same person. 

Senator Norris (Rep.), Nebraska, one 
of the Senators mentioned in the Hearst 
documents, questioned Senator Reed as 


to the part played in the acquisition of | 


the documents by John Page, former 
Hearst correspondent in Mexico City and 
author of the series of articles, embody- 
printed in the 
Senator Norris also 


asked about what the Committee had 


| learned regarding any efforts made by 
; Mr. Hearst to determine their authen- 


ticity. 


| Mr. Norris Says Truth 


| Should Have Been Sought 
bills, Utah is not fighting California. | 
Entirely aside from our good will toward | ee : 
sister State, Utah is a producing | ‘tions of four 


territory and her greatest need is a satis- | 


“T think that in dealing with the repu- 
United States Senators 
and in dealing with such terrible charges 


it was Mr. Hearst’s duty to exhaust | 


every effort to establish the truth and I 
don’t think Mr. Hearst did so,” Senator 
Reed declared. 

Senator Robinson (Dem.), Arkansas, 
of the Investigating Com- 
mittee, declared that in his opinion a 
fair conclusion to be drawn from the 
record in the case is that while Mr. 
Hearst believed the documents to be gen- 


| unine there never was any proper in- | 
vestigation made prior to publication to | 
determine whether or not the documents | 
| and allegiance, whom the Committee con- 


were genuine. 
“The affair was discreditable to any 


publicity agency,” Senator Robinson de- | 
| clared. 


Senator Heflin (Dem.), Alabama, an- 


other of the Senators mentioned in the | 


Hearst documents, announced that in 


January he would address the Senate on | 
the subject of the Hearst-Mexican docu- 
| ments. 


In full text the report reads as fol- 
lows: 


Res. 7, to investigate alleged payments 
to United States Senators by represen- 
tatives of foreign governments, makes 


this partial report, setting forth the pro- | 
| ceedings of the Committee up to the 


present time. 
_ The Committee first summoned Wil- 
liam R. Hearst, owner and publisher of 


In finding such 


local erosion and temporary flooding, but 
this damage would be moderate. 


“There might, however, be serious 


damage from destroying irrigation ca- | 
nals and ditches, so that crops would | 
| be destroyed by drought rather than by 


flood. We are not accustomed to the 
thought that a flood would cause a 
drought, but that is a major danger. 
No Danger to Life. 
“When the stream had once found its 
channel to the Salton Sea there would 
be no further damage until the level of 


the Salton Sea had risen high enough | 


to submerge the lowest farms and towns. 
This would require nearly a year, and if 
the people stood idly by to see what 
might happen, it would take 12 to 14 
years to fill the valley and cover all the 
There would be no danger to 
human life, notwithstanding some of the 


excited orators who are trying to create | j 
justified in 


the impression that all the women and 


| children in the Imperial Valley are go- | 


ing to be drowned. The Imperial Irriga- 
tion District is much better equipped to 
repair a break than it was in 1905, and, 


of course, the repairs,*though probably | 
dificult and costly, would be made as | 


promptly as possible. 

“‘T am not trying to minimize the 
flood danger, nor the necessity for re- 
lief. I realize the constant dread under 


which the people live, and the depreci- | 
ating effect upon their land values. I | 
; merely make this explanation to impress | 

upon the Committee that there is 


no 
crisis impending which requires hasty 
action, even at the cost of overriding 
the rights of other States. 

“With all due respect to our California 
friends, and with all due sympathy for 
their situation, if they were seriously 


afraid of a devastating flood they would | 


be making a more determined effort to 
come to an agreement with Arizona and 
Nevada than they have so far displayed. 


Utah, however, is in hearty sympathy | 
| with Imperial 


flood 


any 


for 
on 


Valley’s need 


protection, and we are for it 


terms that will not infringe the rights | 


of the Upper States. I repeat that we 
are flatly opposed to the proposition that 
Congress shall authorize the construction 


of a mere flood control dam at Govern- | 


ment expense, without first completing 
the Colorado River Compact,” 


Senators Johnson | 





Senator | 


| mitted by Mr. Hearst. 


| determine 
nificant coincidence in the many mis- | 
takes of grammar, spelling and punctu- ! 
| ation to be found in them. A table show- 


| of 





the group of newspapers which printed 
facsimiles and translations of documents 
purporting to show that representatives 
of the Mexican government 
large sums of money to four United 
States Senators, for the purpose of in- 
fluencing their attitude toward Mexican- 
American affairs. Mr. Hearst laid before 


the committee 71 documents, some, but | 


not all, of which had been published 
in his newspapers. 

Senators Denied 

Charges Under Oath 


He testified that he had no evidence | 


and knew of none, which would tend 


to show that any Senator had received | 


any such payments, and he testified that 
he personally did not believe that any 
Senator had received any. 


ments had been given any opportunity 
to see the documents before publication 
or to deny the implied accusations con- 
tained in them. He stated that he had 
instructed his representatives to verify 


as possible. 


had been paid or promised or offered 
any sum of money whatever by any per- 
sons for or in behalf of the Government 
of Mexico. 

The Committee then heard a consid- 


| erable number of witnesses, including one | 


Avila, who claimed to have _ bought 
these documents from clerks in different 
Mexican Government offices, and various 
representatives of the Hears t news- 


The Committee submitted the docu- 
ments to two impartial handwriting ex- 
perts whose services were made avail- 
able to the Committee by the Treasury 
and Navy Departments. Both of these 
experts reported with positiveness that 


those purporting to be signed by L. 
Monte de Oca, secretary of the Mexican 
Treasury, three in number, are plain 
forgeries. The Hearst 


uments to three hand-writing experts 
selected by them. The permission was 
granted; the Hearst experts studied the 
documents thoroughly; they were unani- 


mous in pronouncing these signatures to | 


be forgeries. Photographs showing 
these signatures compared with genuine 


signatures will be found at the conclu- | 


sion of the printed testimony. 


‘Experts Describe Codes 


As Obvious *‘Fakes”’ 


The Committee then submitted to the 


code messages were obvious “fakes,” that | 
| Department the seven alleged code mes- | 


sages and their pretended translations, 
included among the documents sub- 


study these experts reported that the 


code messages were obvious “fake;” that | 
the code words were meaningless reitera- | 
letters | 


tions of letters, chiefly eight 
found in one corner of the typewriter 
keyboard. 

The Committee subjected the docu- 
ments themselves to a careful study to 
whether there is any sig- 


ing some of these will be found at the 


ing. The Committee had the benefit of 
the assistance of a large number of 
eminent scholars of the Spanish lan- 
guage, most of them of American birth 


sulted separately from one another. 
The only errors listed in this table are 
those which all of these authorities pro- 
nounce unusual, and unlikely to occur in 
the writings of several different stenog- 
raphers, in different offices and different 
cities. The Committee believes it to be 
incredible for example that so many dif- 


ferent stenographers, in seven different 
| Offices, in Mexico and New York, should 
| all abbreviate “usted” (you) as “ud,”— 
The Special Committeee created by S. | i 


an error equivalent to the use of “Mr,” 
instead of “Mr.” as the abbreviation of 
the English word “Mister.” 
Representatives of all telegraph and 
cable companies handling business be- 
tween Mexico City and New York City 


| all testified that they could find no record | 


whatever of the transmittal of the pre- 
tended telegrams between those cities, 
nor any record of the telegraphic trans- 
fers of money mentioned in several of 
the documents. 

The Committee did not feel justified in 
taking the time or incurring the expense 
securing witnesses as to 
ledger charges, appearing on the same 
ledger sheet as that which showed these 
supposed payments to Senators, although 
the committee was advised by the Buick 
Motor Co. that no sale such as shown on 
the ledger sheet was ever made, nor any 


| such payment made to that company. 


Bank Books of Mexican 
Official Examined 


Similarly the account books showing 


the Mexican Consul General’s bank ac- | 
counts in New York were examined in | 


behalf of the Committee .without dis- 
closure of any confirmatory evidence of 
the charges in the Hearst documents; 
but the falsity of the charges and of 
the documents was already so clearly 
proven that the Committee did not feel 
summoning these account 
books or the various witnesses neces- 
sary to prove them. 

Similarly, evidence seemed to be avail- 
able to show that 
watermarks found in the Hearst docu- 
ments had never been sold to the Mexi- 
can Government, but this meant the 
summoning of many paper dealers from 
distant cities, and did not seem to be 


| justified under the circumstances. 
The Committee is unanimous in find- | 


ing: 
1. There is not a scintilla of evidence 


| Yr: ‘ ‘ 
that any United States Senator has ac- 


cepted, or was promised, or was offered, 
directly or indirectly, any money or 
other valuable thing. by any officer or 
representative of the Government of 
Mexico, 

2. The pretended evidence, that $1,215,- 
000 was withdrawn from the Mexican 
treasury and sent to the Mexican Con- 
sul General in New York City to be paid 
to United States Senators, is not gen- 
uine, but is spurious and fraudulent, and 
in so far as it purports to be signed by 
the President of Mexico or the Secretary 
of the Treasury of Mexico it is forged. 

The Committee has thus far been un- 
able to determine to its satisfection the 
identity of the manufacturers of these 
spurious documents, and has no witnesses 
now under subpoena. from which such 
information is likely to be obtained; but 


had paid | 


He admitted | 
that no Senator mentioned in the docu- | 


| Representative 

| charged that a 
: | tuberculosis in a hospital, but that 
representatives | 
then asked permission to submit the doc- | 


|, nurses 





various | 


paper bearing the | 


} time 


| by the 








| Additional Facilities 
| To Care for Disabled 


Veterans Requested 


House Subcommittee Hears 


Plans for Construction of 


Hospitals and for 
More Beds. 


‘ Plans for increasing the facilities of 
the Veterans’ Bureau for caring for dis- 
abled veterans of the World War were 
discussed again January 11 by witnesses 
before a House subcommittee on World 
War Veterans, which is headed by Repre- 
sentative Luce (Rep.), of Waltham, Mass. 

General Frank T. Hines, Director of 
the Veterans’ Bureau, who appeared be- 
fore the same Commitee January 10 and 
proposed a construction program calling 
for more than $10,000,000 was recalled 
to discuss generally the principles of his 
program. 

Capt. Watson B. Miller, representing 


the American Legion, also testified, as | 


well as former Senator Rice Means, of 


| Colorado, who appeared on behalf of the | 
| National Tribune, a newspaper devoted 
| to the welfare of ex-soldiers. 

the genuineness of the documents as far | 


Representative Edith Nourse Rogers 


| (Rep.), of Lowell, Mass., and Representa- 
Each of the Senators in question took | 
| the stand and denied under oath that he 


tive Bulwinkle (Dem.), of Gastonia, N. 
C., lodged complaints with the Director 
that the Bureau was not caring properly 
for women nurses who had served during 
the World War. 

Assuring equal care to the women, Gen- 
eral Hines said that he sympathized 
with their complaifts, but it was im- 


possible for the Bureau to take care of | 
| all 


medical eases of nurses. General 
Hines’ statement was stubstanitated by 
Dr. B. W.. Black, a medical officer con- 
nected with the Bureau. 


Representative Rogers mentioned some | 


specific cases where, she said, the Bu- 
reau had failed to do its duty, but Gen- 
eral Hines admitted that some were new 
to him, and he suggested that Repre- 


| sentative Rogers send him a list of pa- 


Z . | tients. 
| the documents purporting to be signed 


| by President Cailes, 35 in number, and 


General Hines also sought cooperation 
of not only Representative Rogers but 
Bulwinkle, who had 
nurse had contracted 
“she 
had been thrown out, or told to get out 
of the service” because physicians of the 
Public Health Service had examined her 
and said that it was impossible for her 
“to contract tuberculosis in a hospital.” 


Hospital Facilities Inadequate. 

Dr. Black in explaining the situation 
at the Bureau in regard to female pa- 
tients said that the Bureau .was handi- 
capped to a large extent in treating the 
because of inadequate hospital 
facilities. He illustrated by saying that 
some nurses have objected to being sent 
to a hospital where only men are con- 
fined, and that it was sometimes objec- 
tionable to male patients to have fe- 
male patients in their institutions. 
Transportation of patients because of lo- 


inn amine. | cation of hospitals also is a factor that 


interfered with the caring of women 
veterans of the World War, he said. Dr. 
Black also mentioned other factors that 
enter into the case of female patients 
because of particular ailments suffered 


| by them. 


Captain Miller agreed in principle 


| with the Directér’s proposed construc- 
| tion program, but expressed the opinion 
| that it was not adequate for future needs 


of the veterans. He proposed a total 
increase of 1,570 beds over those pro- 
posed by the Director, which was a total 


r | of 2,885. 
conclusion of the report of the last hear- | 


Representative Mary T. Norton, of 
Jersey City, N. 
Director that the Bureau’s program 
called for a $3.000,000 construction pro- 


| gram in the area of Philadelphia, which 
| would include New Jersey. 


program 300 new beds would be pro- 
vided, but Captain Miller in his program 
would increase this by 200 beds. Cap- 
tain Miller also proposed a 200-bed hos- 
pital for a point in Kentucky, 280 beds 
for southern New England, and also for 
increased bed facilities for the veterans 
over those recommended by the Director 
at hospitals located at Fort Lyon, Colo.; 
American Lake, Wash.; Fort Cloud, 
Minn., and Fort Snelling, Minn. Cap- 
tain Miller ir outlining his program also 
declared that the Director’s program 
failed to provide for additional hospital- 
ization treatment for colored soldiers 
and nurses. 


Would Consolidate Hospitals. 

Senator Means proposed before the 
Committee a consolidation of the hos- 
pitals under the Veterans’ Bureau with 
those located in soldiers’ homes through- 
out the country as a means to take care 
of the increasing needs of disabled vet- 
erans. Senator Means also proposed 
that under his plan all ex-service men 
and women of all wars and regardless of 
their service connection would receive 
treatment. General Hines said that to 
carry such a program into effect it would 
cost roughly about $3,000,000 additional 


to that proposed by him in his hospitali- 


zation construction program. 
Before completing his testimony be- 


| fore the Committee, General Hines pre-. 


sented a recommendation for an expendi- 
ture of $250,000 to round out the pro- 
gram of the Veterans’ Bureau at Wal- 
ter Reed Hospital, Washington, D. C. 
This additional expenditure of $250,000 
would provide for a wing tq care for 
veterans with nervous diseases. 

Before closing the day’s hearings, 
Chairman Luce presented a bill (H. R. 
8723) providing for the care of cases 
known principally as non-service con- 
nected cases and also designed to have 
care taken of certain cases involving 
women nurses. General Hines and Rep- 
resentative Luce discussed its features, 

The hearings are to be continued Jan- 
uary 12. The hearings January 11 were 
conducted in connection with H. R. 5604. 


America Willing to Enter 
New Treaty With China 


The United States is willing at any 
to negotiate new treaties with 
according to an oral statement 
Department of State, January 11. 

The offer of the Secretary of State, 
Frank B. Kellogg, made last January, 
to negotiate new treaties with China at 
any time, still stands, it was stated. How- 
ever, the Chinese have not taken ad- 
vantage of Secretary Kellogg’s offer and 
the Chinese factions have not got to- 
gether to form a government capable 
of negotiating with a foreign govern- 
ment, 


China, 


es 


it appears to be advisable that the Com- 


Later the Committee will render a sup- 


the present report,' will constitute a com- 





| have covered, 
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| Aeronautical Industry Tells President 
Of Advancement Made During Past Year 


in a very happy frame of mind. We were 
encouraged beyond measure by your re- 
ception and were inspired by your com- 
prehensive and helpful interest in our 
problems and encouraged to greater ef- 
forts. It gives us great satisfaction to 
feel that we may come to you periodically 
with what might be termed a report of 
our progress, a confession of our disap- 
pointments, and a presentation of our 
problems and hopes for the future. 

Much has happened since last year. 
Many of those events were the natural 
culmination of the Government’s and the 
industry’s cooperation during past years. 

Lindbergh’s flight is a source of per- 
sonal satisfaction to everybody in our 
industry. We know that his achievement 
was also particularly pleasing to you. 
May we cite his triumph to illustrate 
the benefits of cooperation of the Gov- 
ernment and the industry? Lindbergh’s 
success was due, first and foremost to 
Lindbergh; second, the engine; and third, 
the airplane and instruments. Lindbergh, 
with all of his personal qualifications, 
could not have been prepared for this 
achievement but for the experience he 
had gained as a commercial flier—a pilot 
of the air mail. The engine could not 
have been available to him but for the 
coperative development work of the 
Government and the industry in produc- 
ing it, and the commercial operators who 
used it, criticised it, and helped make 
possible its perfection. 

Lindbergh could not have had such an 
efficient airplane at his disposal had not 
the industry been engaged in the develop- 


| ment of airplanes for sale to commecial 
air mail operators and others needing 


this type of flying machine. 


| Industry Grateful 


For Government Help 


Other achievements less spectacular 
than Colonel Lindbergh’s, but of great 
importance, have also taken place—all 


| the result of this cooperative develop- 


ment. The industry is pround of its par- 
ticipation in this cooperative effort and is 
duly grateful for the splendid help of the 
Governmental agencies in connection 
therewith. 

Specifically we have to report to you 
this year that with a few minor excep- 
tions the work of that part of our indus- 


' try which has to do with the supplying 
| of aircraft, to the Army and the Navy has 


made very effective progress. The armed 
services are better equipped from an 
aeronautical point of view than they 
were a year ago. th 
five-year programs have made_ this 
progress possible and unquestionably the 
net result at the end of the five-year 
period will be pleasing to you; pleasing 





J., developed from the | 


Under this | 


to Congress; and will see the services 
equipped to meet their peace time re- 
quirements. 


In the development of the commercial | 


use of aircraft there has also been great 
progress during the year. A year ago 
the Department of Commerce had just 
assumed its new responsibilities under 
the Air Commerce Act. Since that time 
a complete organization has been de- 
veloped in the Aeronautics Branch to 
carry on this most important work. 

On June 30 of this year about 24,500 
miles of scheduled flying by air trans- 
port lines will be done each 24 hours, in 
the United States. 
sents the air mail contract routes now 
in operation and those routes for which 
contracts have been awarded but which 
are not of this date in actual operation. 
We are sure that you will be pleased to 
know that the transfer of the transcon- 
tinental air mail route from Government 
to private operation has been accom- 
plished without confusion and in a man- 
ner satisfactory to the Post Office De- 
partment and the public. 


Air Mail Service 


| Described as World’s Largest 


Today we have by far the most exten- 
sive air mail system in the world. Much 
remains to be done in the matter of 
perfecting this system, but it has al- 
ready progressed far enough to warrant 
the statement that there is no doubt of 
its great economic value and the nation- 
wide demand for its extension. It will, 





from day to day and year to year grow 
in importance and service. 
A year ago you indicated an interest 


in the possibility of developing an air | 
i A bill is | 


mail line to the Canal Zone. | 
now pending in Congress, which when 
enacted into law will make possible the 
establishment of such a line. We hope 
that a year from now we may be able to 
report that this line is definitely under 
way. 

In an industry as technical as ours 
there are, of course, problems still re- 
maining to be solved. Some of these 
problems and their present status in- 
clude the following: 

(1) Contractual relations between post 
office and air mail carriers: Certain prob- 
lems and limitations have developed 
through experience in operations under 
the existing law both for the Post Office 
Department and the operating com- 
panies. These conditions, however, have 
not become so serious as to interfere 
with progress up to date and there is 
now pending in Congress a bill which, 
when enacted, will clarify this situation 
and provide a thoroughly practical, busi- 
nesslike basis for the continuation and 
expansion of these services. The pend- 
ing bill, which we hope will receive your 
support, provides for substantial reduc- 
tion in air mail postage as well as pro- 
portionate reductions in the rates to the 
carriers, and should result in large in- 
creases in the volume of air mail to- 
gether with consequent advantages to 
the public. 

(2) Weather Bureau Service: Coordi- 
nating the Weather Bureau’s forecasts 
for the benefit of commercial fliers has 
not been sufficiently developed. We be- 
lieve, however, that the Department of 
Agriculture has a clear conception of the 
problem and undoubtedly with a full 
realization of its vital importance, they 
will be enabled to rapidly develop this 
service to effectively meet this impera- 
tive need. 


Development Urged 
For Experimental Facilities 





mittee shall not yet be finally discharged. | 


nlemental and final report which, with | ?' : 3 ss ; | 
; : | tion of 10 of the Army Five-Year Pro- | 
pleted survey of the whole field of in- | 8tam covering the procurement of aero- | 


| vestigation that the Committee shall then | 


(3) Procurement o. Army and Navy 
Aircraft: The correct interpretation of 
both Air Services of the intent of Sec- 


nautical equipment is essential» 
(4) Airships: Congress has authorized 


| States Daily published an account of the 


The provisions of the ! 








This mileage repre- | 


; tary Kellogg expects to leave for Cuba 





Armed Services Said to Be Better Equipped; Progress 
Credited to Cooperation With Government. 


[Continued from Page 1.] 


as part of its program the building of 
two large airships. Appropriations for 
this project have thus far been limited 
to work on but one ship. It is our judg- 
ment that it would be wise to make the 
approp-iations at once available so that 
work on both ships can be started. We 
respectfully urge that you indicate ap- 
proval of this course. 

(5) Experimental Work: The high cost 
of experimental work in aeronautical de- 


velopment requires special consideration 
by the procurement agencies of the Gov- 
ernment and more adequate provisions 
therefor. The American aircrat industry 
is second to none in the world to carry 
on successful development in this field. 

_ (6) International Conference: We be- 
lieve that the International Conference 
on Aerial Navigation that you have sug- 
gested to be held on the 25th anniver- 
sary of the first flight of the Wright 
brothers will bring together a very rep- 
resentative group of aeronautical ex- 
perts from all countries. The Aeronau- 
tical Chamber of Commerce will cooper- 
ate in any way that may be desired to 
make this conference a success. 

Having a clear conception of group 
responsibility to public service and re- 
cognizing our own best interests to be 
identical with the general good, we re- 
spectfully submit the foregoing for your 
consideration. 

Acknowledging your constant support, 
hie renew our pledge of loyal coopera- 
ion. 


Mr. Black, of Texas, 
Introduced Amendment 


In the issue of January 9 The United 


passage by the House of H. J. Res. 131 
authorizing the President to appoint a | 
commission to investigate safety meth- 
ods and appliances for submarines and 
the sinking on December 17 of the sub- 
marine S-4 off Provincetown, Mass. 

It was stated that the resolution was 
amended in two particulars, the second 
being an amendment to the effect that | 
the Commission is to be dissolved upon | 
submission of its final report to the 
President and “not later than the open- 
ing of the second session of the 70th | 
Congress.” 

Inadvertently the authorship of this 
amendment was attributed to Repre- 
sentative Black (Dem.), of Brooklyn, 
N. Y. This was in error. The amend- 
ment was offered by Representative Eu- 
gene Black (Dem.), of Clarksville, Tex. | 


Europeans Confuse Plans 
For Treaties With France 


_ The Secretary of State, Frank B. 
Kellogg, believes that many Europeans 
are inclined to confuse the arbitration 
treaty which he has proposed to Aristide 
Briand with the treaty proposal to re- 
nounce war as a national policy, accord- 
ing to an oral statement by the Depart- 
ment of State January 11. 

Following the receipt of reports from | 
Paris that France and England were 
agreed on an identical policy toward 
Secretary Kellogg’s treaty proposal the | 
Department stated that it had received 
no information from either country re- | 
garding an identical policy. 


Mr. Kellogg May Arrange 
Meeting With Mr. Herrick 


_The Secretary of State, Frank B. | 
Kellogg, hopes to meet the American 
Ambassador to France, Myron T. Her- 
rick, before the latter leaves for France, 
according to an oral statement by the 
Department of State on January 11. 
However it may be difficult to arrange a 
conference, it was stated, as Ambassador 
Herrick sails on January 14, and Secre- 


on January 13. 


. Ambassador Herrick is fully informed | 
regarding the treaty negotiations with 
France, it was stated, and a conference 
is not essential. 





| smuggling diamonds. 
| and nonchalantly. 


| soap. 


nD 
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Lower Customs Rates 
For Precious Stones 


Asked in House Bill 


Representative Celler De- 
clares High Rates Merely 
Place Premium on Serv- 
ices of Smugglers. 


[Continued from Page 1.] 
to break down this traffic but to no 
avail. It is easy to hide precious stones 
and thus detection is made all the more 
difficult. In New York, particularly, the 
difficulties are well nigh insurmountable. 
Each day one finds from 200 to 250 for- 
eign ships in New York harbor. They 
carry thousands of passengers, let alone 
the crews, and many members of the 
said crews are very much interested in 
smuggling liquor, narcotics or diamonds. 

Our Government receives the coopera- 
tion of foreign agencies or governments. 
Netherlands and Belgium, both diamond 
centers, afford police cooperation, yet 
the smuggling goes merrily on. We 
have collected the following revenue from 
precious stones: 1922, $8,643,000; 1923, 
$10,404,000; 1924, $9,453,000; 1925, $9,- 
924,000; 1926, $10,272,000. 

To my mind the only remedy is to 
make smuggling’ nonprofitable. We must 
take away all inducement. That can 
only be done by reducing the duty, say 
to 5 per cent. A 5 per cent duty would 
not make smuggling worthwhile. Fur- 
thermore, it would undoubtedly increase 
the revenue. The 5 per cent would apply 
well nigh to all the diamonds and jewels 
now brought in illicitly. Under the 
present arrangement, the principle of 
diminishing rates applies. The greater 
the duties the less the revenue. 


Says Smuggling Is Common. 

This reduction in duty, I understand, 
has been recommended by Commissioner 
of Customs E. W. Camp. His recommen- 
dation is that the reduction either be 
to 10 per cent or 5 per cent. 

There seems to be a widespread idea 
developing among tourists that it is no 
disgrace to smuggle, in fact, it is con- 
sidered “smart.” One smuggles liquor, 
why not diamonds. Often we read of 
ladies of so-called quality who are caught 
They do it gaily 


It is difficult to determine the exact 


; cost to the Government in its unsuccess- 


ful attempts to prevent smuggling. The 
cost undoubtedly is very great. Much of 
this cost would be eliminated if the rate 
were reduced. But there is another evil 
that would be eliminated with the reduc- 
tion. We maintain, in Europe, a mild 
system of espionage. We have spies in 
some of the European capitals. They 
are really stool pigeons or Paul Prys. 
They are found in places like the Rue 
de la Paix in Paris. 


Industry Not Affected. 


The Internal Revenue laws provide 
that anyone disclosing evidence that will 
lead to the detection of smuggling is en- 
titled to receive 25 per cent of the sum 
collected by the Government. Let us see 
how the spy works. An American goes 
into an expensive jewelry shop on the 
Rue de la Paix (which. caters, inci- 
dentally, exclusively to the newly-rich). 
He contracts the idea that it would be a 
smart thing to buy an _ expensively 
mounted pin and bring it in free of duty. 
The wily and oily Paris clerk, knowing 
full well the aforesaid provision of 
American law (in confidence) “entre 
nous,” suggests to the willing American 
how easy it is to bring this piece of 
jewelry into the United States free of 
duty. He tells him to put it into a gun, 
if he has one, or stick it into a piece of 
The buyer is thrilled at the ex- 
perience he is going to enjoy and grate- 
fully gives the clerk a couple of hundred 


| francs. 


When he arrives in New York he is 
thoroughly searched. The customs au- 
thorities have been tipped off by the 
clerk. The inspector seeks out the piece 
of soap or the gun. The American is 
mortified but pays the extreme penalty. 
The clerk reaps his reward. We would 
do away with all this espionage which is 
thoroughly distasteful to the American 
mind by a reduction of the duty. 

It is well to recall also that the duty 
on diamonds does not offer any protec- 
tion to any American industry so that 
reduction will not in any way effect 
American industry. 
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Secretary Wilbur Says Naval Program 
Represents Only National Necessity 


Construction Planned 
Is Not Competitive 


Testifies Before House _Com- 
mittee on Naval Affairs 
in Support of Bill. 


a 
[Continued from Page 1.] 

up in the future, the danger of war and 
therefore of the destruction of our over- 
seas commerce will be greatly minimized 
if not entirely met.’ 

a “This building program presented to 
vou by the Navy Department, Secretar y 
Wilbur continued, “is based upon our 
needs in the same sense that the police 
force of any city is based upon its esti- 
mate of its needs for ot protection of 

» public. That is to say, 
toned upon the strength of any ——_ 
tive opposition, but upon the 9 
to be protected and the points to 
guarded.” 3 
Chief of Naval Operations 
Proposes Adequate Fleet i 

The Chief of Naval Operations, Ad- 
miral Charles F. Hughes, told the ee 
mittee that the proposed naval bui | 
program “if carried out In five years A 
create a propertly constituted fleet, 09 
furnish sufficient strength to a - 
protection of the legal rights of - 
citizens under international law, prov i 
yefuge in time of disorder, agp gg a 
merce, preserve our ocean rou 2S 
trade, and provide for the nati 

fense. 
oeiWe have not such a fleet 
ent time,” 
postponeme 
sential new 
already pronounced 
fleet in certain respects 
period of that inadequacy 
into the future. 

“Delay in building up 
standard of its requireme 
country of-an adequate natic 
for a period of years, and wi 
traordinary financial burden 
years. i 
proposed will result in e 
for national defense and will 
cessive peak loads in future 
demands.” 

Admiral Hughes 
remarks of Secretary 
techinacl data as to the 
tional naval vessels and the 
jing program as 
each phase of the program 
in detail, technically, their value 
national defense of the country. 

Admiral Hughes invited particular at- 


at the pres- 


nt of the undertaking of es- 
construction increase the 
inadequacy 
, and extends the 


the fleet to the 
nts deprives the 
ational defense 
ll entail ex- 
s in future 


supplemented the 
Wilbur with the 


Navy build- 


rae Wit an Kies ‘tant phase of | 
, o a very important } | 
tention “to ¢ ; I below 


the proposed continuing building, pro- 
gram.” He said that the shipbuilding 
industry of the country, which is “an 
integral and essential part of 
national defense,” is gradually 
appearing because of lack of work. 

“In the absence of steady employment 
on naval construction, the most compe- 


dis- 


tent in the art are scattered to other em- | 


ployments. A naval building program, 


such as proposed, will conserve the ship- | 


building industry which is a “strong 
factor in our national defense.” 
The full text of Secretary | 
remarks before the Committee follows: 
The full text of Secretary Wilbur’s 
statement before the Committee fol- 
lows: 


Limitation Imposed 
By Treaty Explained 


The bill now before you authorizing 
the construction of 25 cruisers, 0 alr- 


craft carriers, 9 destroyer leaders, and | 


32 -submarines, is a part of the care- 


eral Board of the Navy and approved | 
In the | 


by the Secretary of the Navy. q 
preparation of this program the General 


Board has primarily considered the need | 
of this Government for its naval de- | 
in determining | 
this need the General Board at all times | 


fense. It is true that 


has taken into consideration the condi- 


tion of other navies and their construc- | 


tion and replacement program so far as 
they are known to us. 
tion of aircraft carriers, the classes of 
vessels whose construction is 
ized by the bill now under consideration 
are not limited as to total tonnage by 
the Washington Treaty for the Limita- 
tion of Naval Armament. Every signa- 
tory power to that treaty, therefore, 


retains the absolute right to build ships | 
in these classes of vessels solely with 


reference to its own determination as|.. aa a 
| tive building. 


| fested 
| competitive 


to its own needs and without reference 
or relation to the number or total ton- 
nage of such ships constructed by any 
other power. That is to say, the 5-5-3- 
1.67-1.67 ratio does not apply to these 
types of ships as it does to capital ships 
under that treaty and each nation can 
build as it chooses in such classes. 

At the Washington Conference for 
the Limitation of Naval Armament this 
nation proposed the extension of the 
5-5-3 ratio to all types of ships, includ- 
ing cruisers, destroyers and submarines. 
This proposal was not accepted by the 
other powers, who preferred to retain 
unlimited discretion in the building of 
these types of vessels. The Washington 
Treaty, however, did impose a most im- 
portant limitation upon future construc- 
tion of cruisers, destroyers’ leaders and 
submarines; namely, that no such ves- 
sels could exceed 10,000 tons in dis- 
placement or carry guns of greater cali- 
ber than 8-inch. This restriction as to 
the caliber of guns is also applicable to 
aircraft carriers. Aircraft carriers are 
limited to 27,000 tons each, and to a 


total of 135,090 tons, by the treaty, | 


except.as to the two converted cruisers, 
Lexington and Saratoga. P 


Another Conference 
Contemplated by Congress 


It follgws that in any new construc- 
tion or réplacement program for cruis- 
ers the treaty limitation of size and 
armament of each ship is a _ serious 
handicap to the otherwise unlimted 
power of the nation to construct ves- 
sels of any type it, needs. 
eton 8-inch gun cruiser is distinctly a 
treaty ship. The Washington Treaty by 
its careful limitation upon the construc- 
tion of capital ships, fixing the size of 


such ships as not exceeding 35,000 tons, | ; . | 
: * | we may be on the 5-3 ratio with Japan. | 


with guns not exceeding 16-inch caliber, 
and by limiting the gun power of the 
smaller type of ships, recognized the 
fact that the smaller ship of 10,000 
tons, armed with 8-inch guns, was not a 
type of ship in which competitive’ build- 
ing was to be expected. Such ships, 
however, are vitally important for the 
protection of commerce and overseas 


it is not | 2 _ the ex " 8 
} ment for naval limitation covering this | 


he said, adding that “each | 





of the | 


still farther | C ctens 
| to this type of ships. 


Prompt adoption of the program | 
a fleet adequate | 
avoid ex- | 
financial | 

| to reach that ratio it would be essential | 


necessity of addi- | 


a whole. He took up | 
and described | 
to the | 

| clearly shown to Congress that the num- 


Our | oe a : Pe eee ‘ 
| likelihood of any treaty limitation being 





With the excep- | 


author- | 


| of the General Board of the Navy. 
| do not ask you to build a certain number | 


The 10,000 | 





possessions, and as auxiliaries to the 
capital ships in the fleet. 

After the conclusion of the Washing- 
ton Treaty, all the other treaty powers, 
Great Britain, Japan, France and Italy, 
began the construction of cruisers of 
10,000 tons, or of ships closely approxi- 
mating that tonnage, such as the 9,800- 
ton British ships of the “‘Hawkins” class. 
These vessels are armed with guns from 
71% to 8 inches in caliber. The United 
States neither began nor authorized this 
type of ship until 1924, when Congress 
authorized the construction 


| 


| 
| 
| 


of eight | 


ships of the 10,000-ton class, and made | 


appropriations for the commencement of 
two of these ships which are now under 
construction, namely, the “Pensacola” 
and the “Salt Lake City.’? In the act 
authorizing these cruisers, Congress also 
authorized the President to cease build- 
ing these ships in the event of an agree- 
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| 
Data Is Submitted | 
By Admiral Hughes | 

| 

| 


Chief of Naval Operations Says 
Measure Will Provide Adequate 
Fleet Within Five Years. 


terms their judgment of their own needs 
in this type of ship. 

It is manifest that this judgment was 
not based in any degree upon ships of 
this class already constructed or to be 
constructed by us. Their program was 
not based upon any ratio with this na- 


| tion; it was unrelated to any building 


type of ship, and requiring such ces- | 


sation and authorized and requested the 
President to call such a conference for 


such limitation when in his judgment it | 


was appropriate to do so. 


At the time Congress authorized the | Estimate by General Board 
| © 4 y 


construction of these 8-inch 10,000-ton 
cruisers, it was estimated by the Navy 


Department and shown by the evidence | 


2 eS eee See Se ee | the General Board by the number stated 


that it would have required 22 8-inch gun 
10,000-ton cruisers to have equaled the 
tonnage the new construction of ships of 
the cruiser class authoiized, appropri- 


program advanced by us. 

The questions that we naturally ask 
ourselves is this: 

pe these nations need the number of 
ships of this class which they have built, 
are building, and propose to build, how 
many ships of this class does this Gov- 
ernment need for its fleet?” 


Of Needs of United States 


That. question has been answered by 


in this bill, 25 cruisers in addition to the 


| eight cruisers of the “Pensacola” and 


ated for, or under construction by Great | 
Britain, and to keep up the 5-3 ratio | 


with Japan. 
templated the calling of another dis- 
armament conference to extend 
Washington Treaty ratio to all classes 
of ships, it was appropriate that in the 
consideration of the bill authorizing the 
construction of eight cruisers, above 
mentioned, inquiry should be made by 
Congressional committees as to the ef- 
fect of the extension of the 5-5-3 ratio 


Construction Program 
Within Treaty Limits 

It was in response to these inquiries 
that the Navy Department, from time 
to time, through its representatives, in- 
formed the Congressional Committees 
that the eight cruisers would not only 
be well within the 5-5-3 ratio, but also 


to construct 14 more 10,000-ton cruisers 
than were then authorized. 


As Congress thus con- | 


the | 


“Salt Lake City” class, and the 10 al- 
ready constructed of the “Memphis” 
class, 43 cruisers in all, having a total 
tonnage of 396,000 standard tons. This 
cruiser tonnage of first-class light crui- 
sers represents the judgment of the 


| General Board, approved by the Secre- 


| slightly above the 5-3 ratio with Japan 


| 5-5-3 ratio in types of ships not covered 


Similar inquiries of the Navy Depart- | 


ment were made from time to time in 
connection with the appropriations for 
these cruisers, when the appropriation 
bills were under consideration, and it was 


ber of cruisers thus authorized and sub- 
sequently appropriated for was so far 
the construction programs of 
Great Britain and Japan, and so far 


| gram, not by our own needs, but by the 
| program of foreign nations and the needs 


below our needs and the needs of all | 


the signatory powers that there was no 


these 
limit 


require us to any of 
new ships, or that would 
other powers’ below’ the 
program they had entered upon at that 
time, as subsequently proved to be the 
case. 


It was thus fairly evident 


scrap 


that in 


building | 


| verted merchantmen which may be built 


taint | 
any subsequent treaty limitation affect- 


bt , | ing cruisers, it would be necessary for 
Wilbur's | 


us to build up to rather than scrap down 
to the limit agreed upon. 


The same question of treaty ratio did 


not arise with reference to destroyers, | 


| destroyer leaders or submarines, except 


as to fleet submarines, because we had 
an excess tonnage of destroyers built 


: : . | bread lines, and her overseas interests. 
| during the World War, and also a large | 


submarine tonnage of all types except | 


fleet submarines. y 
however, in fleet submarines needed by 
us, that is, submarines large enough and 


fully prepared construction and replace- | speedy enough to operate with the fleet 


ment program developed by the Gen- | 


on the high seas, and we were below 


There was a deficiency, | 


the Washington treaty ratio in this type | 


of ship. 


Congress made appropriations for fleet | 
submarines, and in so doing Was Care- | 
ful to ascertain that the submarine pro- | 


gram in the fleet submarine class was 
well below the 5-5-3 ratio. 

We undertook no construction of de- 
stroyer leaders although they were 


| pressed her willingness to agree with us 


needed to act as flagships for the de- | 


stroyer squadrons operating with the 
fleet, and although this class of ships 
was being built by Great _ Britain, 
France and Italy. 
leaders and until this time have not 
asked Congress for any. 


Opposition of President 


To Competitive Building 
The President is opposed to competi- 


unwillingness to engage in 
building by carefully re- 
stricting its authorizations for new con- 
struction and its appropriations there- 
for were well below the treaty ratio with 
reference to the other signatory pow- 
ers, so far as the facts could be as- 
certained. 

That is to say, we have not even un- 
dertaken to maintain the treaty 
in the unlimited types of ships by build- 
ing up to that ratio even though we 
recognized our need for such ships. We 
have not engaged in competitive build- 
ing of warships and do not intend to do 
so. 

Inquiry concerning the strength of 
other naval powers is germane to the 
question of our own conseruction, not 
only because of the fact that we have 
always had in mind the limitation of all 
types of ships by mutual agreement and 
therefore did not desire to acquire a 
large tonnage which might have to be 
scrapped, but also because we are desir- 


its 


ratio | 


We have no destroyer | 


| a less tonnage than we needed if the 
| other 


Congress has also mani- | 





ous that other nations should be fuily | 


advised by our conduct that we did not 


| take to present this professional ques- 


intend to enter into competitive build- | 


ing. This was made manifest by care- 
fully restricting our tonnage below that 
projected by other powers. 

The program we are now presenting 


to Congress is in no sense competitive | 


but is based upon the need of our Navy 


as it is determined by the Secretary | 
of the Navy upon the techriical advice | 


of tons of each type of vessel for the 
reason that Great Britain has that num- 
ber of tons or because to do so would 
bring us up to parity with Great Britain, 
nor do we ask you to construct a cer- 


We | 


tain amount of tonnage in order that | 


The need for the treaty type of crui- 


sers was at once recognized by all the | 


powers signing the Washington agree- 
ment, and construction of this type of 
ship was commenced by all the other 
treaty powers before we began such 
construction. By their building pro- 
grams, they expressed in unmistakable 


‘navies of the nations then engaged in | 


tary of the Navy, as to the needs of this 
nation. 

This tonnage will be below the 
ratio with Great Britain at all times 
during the period of constructiqg and 
upon completion. The building program | 
of this bill is not based upon the 5-5-3 
ratio; but, as I have stated, will be well 
within that ratio as to Great Britain and | 


5-5 


unless she increases her program. 
A building program based upon the | 


by the Washington Treaty for Limita- 
tion of Naval Armament would be com- | 
petitive, for such a pr@gram is dependent 
upon the plans of other nations and must 
increase as their program expands with- 
out any limitation other than the needs 
or the will of another nation. We would 
thus be governed in our building pro- 


of those nations for cruiser tonnage as 
they determine such needs for them- 
selves, 

It is true in a broad sense, as we con- 
tended at the Washington Treaty for 
Limitation of Naval Armament, and at 
the Geneva Conference, that all naval 
armament is in a measure relative. But 
there is a sense in which needs for naval 
vessels are absolute. 

Future naval wars must be fought | 
largely by vessels:already completed at 
the beginning of the war; although, of 
course, destroyers, submarines, and con- 


or armed during the war, may be em- 
ployed therein if it is prolonged. 


Needs Are Compared 
With Those of Great Britain 


Great Britain announced at the Geneva 
Conference that she needed about 600,000 
tons of vessels of the cruiser class for 
the protection of her trade routes, her 


This, she felt, was the minimum of her | 
needs below which she was unwilling to 
limit herself. At $1,600 to $1,700 per 


| ond, 


| a great disadvantage 





ton for ship and armament, the prices we 
estimate vessels of the 10,000-ton class 
will cost us, the tonnage proposed by 
Great Britain as necessary for her de- 
fense in this type of ship if duplicated by 
us would cost approximately one billion 
dollars. 

Her cost of construction, however, is 
about 60 per cent of ours, making the 
cost to Great Britain for her program for 
cruisers alone about six hundred millions 
of dollars. At Geneva, Great Britain ex- 


on the limitation of 600,000 tons of | 
cruisers, but we felt, in view of our 
needs, such an agreement would be no 
limitation at all. 

Our original proposal at Geneva was 
for cruiser tonnage of between 250,000 
and 300,000 tons, a tonnage less than 
we felt necessary for our fleet. We were | 
willing to accept the hazard of building | 





powers would similar 
hazards, 

Gerat Britain was not willing to ac- | 
cept this limitation but felt her needs for | 
the large tonnage of cruisers she pro- | 
posed to be imperative for the protec- 
tion of her national interests. The in- 
sistence of Great Britain and her naval 
experts and of her delegates at the 
Geneva Conference upon her absolute 
needs for a large tonnage of cruisers, re- 
gardless of the naval program of other | 
powers, is most persuaive evidence that 
we also have definite needs for cruiser 
tonnage, regardless of the program of 
other powers, if we are to have a well- 
rounded fleet for our defense, and also 
that such a program for us in no sense 
competitive. ’ 


accept 


Overseas Interests Affect 
Requirements for Vessels 


The Chief of Naval Operations and 
other officers of the United States Navy | 
to be called before you will give their 
estimate of our needs in auxiliary ves- 
sels for national defense and - their 
reasons therefor, and I will not under- 


tion to you, but I will state in general | 
terms what I understand from them to 
be the needs of the nation in the cruiser 
type of ship. 

It should be observed that our needs 
for naval vessels are relative. Our need 
for vessels for national defense depends 
in part upon the volume and extent of 
our overseas commerce and overseas in- 
terests. As that commerce increases and 
as those interests grow, the need for a | 
Navy increases. 

The 1916 building program for naval 
vessels authorized by Congress repre- 
sented the judgment of the Navy De- | 
partment and of the Government at that | 
time as to our needs in view o fthe World | 
War. That program was not based upon | 
any treaty ratio with relation to the 





war. It was based upon the needs of 
this nation to keep us out of that war | 
if possible, and to effectively participate | 
therein if it were not.possibie. | 
To be continued in the issue of 


January 13. Jf 


Operators of Ships 


avor Development 


YEARLY 
INDEX 


| Provision to Begin Irrigation Project 


Of Merchant Marine | Committee Advised Studies Have Been Made and Time 


Program of Legislation Is 
Recommended in Resolu- 
tions Adopted. 


Views Are Submitted 


Adaptability of Motor Vessels 
to Overseas Traffic in Ameri- 
can Commerce Pointed Out. 


Recommendations for legislation to 
permit development of the American 
merchant marine under private enter- 
prise were adopted by the conference of 
shipping owners and operators meeting 
with the Shipping Board at its confer- 
ence on January 11. ‘ 

The majority report was submitted, on 
behalf of the committee, by 
Walker, president of the American 
Steamship Owners’ Association. A min- 
ority report, submitted by Malcolm Stew- 
art, chairman of the Middle West For- 
eign Trade Association, N. O. Pedrick, of 
New Orleans, and William F. Yates, 
president of the Marine Engineers’ As- 


sociation, was defeated by a record vote. | 


Andrew Furuseth, president of the 
American Seamen’s Union, put himself 


on record as opposed to both the ma- | 


jority and minority reports. 

The full text of the resolution adopted 
follow: 

Whereas, representatives of Ameri- 
can steamship and trade associations and 
allied interests, in conference with offi- 
cials of the United States Shipping 
Board, at Washington, D. C., this 11th 
day of January, 1928, desire to place 


| on record the following brief analysis | 
| of conditions at present surrounding the 


American merchant marine. 


Public Interest Evident. 
We deem it to be an axiomatic truth, 


evidenced by executive pronouncements, | 
acts of Congress and otherwise, that the 


people of the United States are desir- 
ous of possessing a merchant marine 
fully able to handle the greater portion 


of the country’s water-borne commerce | 
; and also to serve as a naval auxiliary 


in time of national peril. 

In order to appraise the present ship- 
ping situation, it becomes necessary to 
consider the existing merchant fleet un- 
der its two grand divisions: First, that 
part engaged in the purely domestic 
coastwise and intercoastal trades; sec- 
the overseas or strictly foreign 
services. 

The coastwise and intercoastal trades 
are restricted by law to vessels built in 
the United States and owned and op- 
erated by citizens thereof. This being 


an exclusively American industry, pro- | 


tected from foreign competition by our 

beneficent coastwise laws, it shares in 

the general prosperity of the country 

and constitutes one of the largest and 

finest shipping services in the world. 
Status of Overseas Fleet. 

In a different status is the overseas 
fleet, organized largely since the war 
and operated with war-built ships, most 
of them under the control of the Ship- 


| ping Board. Exposed to ¢ompetition with 


factor and more modern vessels launched 
during the past few years by our for- 
eign shipping rivals, this portion of the 
American merchant marine operates at 
when 
with the coastwise fleet. 
Practically all American vessels en- 
gaged in foreign trade were designed be- 
fore the advent of the fast modern “mo- 


| tor-ship,” whereas the freight and pas- 


senger vessels which are being turned 
out so rapidly from the English, German, 
Italian, French, Scandinavian and Jap- 
anese yards constitute the new and 
speedier type. 

It is well to note that fully 50 per 


cent of the vessels now under construc- | 


tion throughout the world are motor- 
ships. This of course means that unless 
present conditions are changed American 
ships will handle a constantly decreas- 
ing share of our vast overseas trade and 
will lose all hope of securing the profit- 
able freight and passenger business. 


Development af Motor Ship. 


The original theory underlying our | 


recent national shipping operations was 


that the Government should use its war- | 
; built merchantmen in establishing steam- 


ship service on routes essential to Amer- 
ican commerce, and should then dispose 
of these services to private American 
capital. The advent of the motor-ship, 


| coupled with differentials in operating 


costs, due in great measure to different 


| standards of living, has tended to make 
the purchase of the Government’s lines | 


so unattractive from an_ investment 
standpoint that of the 35 lines estab- 


[Continued on Page 12, Column 7.]J 


Committee to Resume 
Teapot Dome Inquiry 


Senators Decide to Take Up 
Matter Again on January 17 


The Senate Committee on Public Lands 
and Surveys will resume its investigation 
of the Teapot Dome Naval oil reserve 
case on January 17, it was decided at an 
executive meeting of the Committee, 


| January 11. 


Announcement of the action taken was 
made by Senator Walsh (Dem.), of 
Montana, who had been designated by 
the Committee to make amnouncement re- 
garding this investigation. 

It was decided by the Committee, Sen- 
ator Walsh said, that for purposes of 
taking evidence in the investigation the 
presence of three Senators would be con- 
sidered a quorum of the Committee. 

The Senate on January 11 adopted a 
resolution offered by Senator Norris and 
favorably reported from the Committee 
to Audit and Control the Contingent Ex- 
penses of the Senate providing $25,000 
for the Committee on Public Lands and 
Surveys to conduct the investigation. 


Mr. Borah Urges Delay 


In Reduction of Taxes | 


Tax reduction cannot take place until 
after flood relief has been 


according to an address delivered by 


compared | 


; voted and | 
; until after various appropriations are 
made for Boulder Dam and the Navy, | 


[Continued 


Goethals, builder of the Panama Canal, 
investigated the project and submitted a 
report. In 1924 an investigation of the 
water sources, land values, storage facil- 
ities and other features was made by the 
Bureau of Reclamation in cooperation 
with the Department of Agriculture. 


All Favored Project. 
“All of these reports were unanimous 


as to the desirability of reclaiming the | 
Columbia Basin lands contained in this 


project. 
“Then in the year 1924 the Depart- 


ment of the Interior appointed a review- | 


ing board composed of nationally known 
engineers and farm economists and 
charged that board with reviewing all 
the foregoing reports. It repggted in 


1925, and some of its members will ap- | 


pear here as witnesses. That board was 
composed of Louis C. Hill, of California; 


ard R. Lyman, of Utah; Arthur Turner, 
Professor O. L. Waller and Joseph 
Jacobs, of Washington. 


supply of water is available for this 
project, and that after it is watered 
there will be enough left in the Columbia 
River and tributaries to care for any 


Senate Continues 


ment to Resolution for 
Revision Downward. 


The Senate on January 11 continued its 
debate on the resolution of Senator Mc- 
Master (Rep.), South Dakota, which 


ing tariff revision downward during the 
present session of Congress. 


ing amendment to his resolution S. 
| calling for a lowering of the tariff. 





an immediate revision downward of tariff 


schedules establishing a closer parity be- ; 
tween agricultural and industry, believ- | 


ing it will result in the general benefit 
or all; 


Be it further resolved that such re- | 


vision be enacted during the present ses- 

sion of Congress; be it further resolved 
; that a copy of this resolution be trans- 
mitted to the Houes of Representatives.” 

Senator Copeiand of New York ex- 
pressed himself as favoring the protec- 
tive tariff for many industries, but main- 
tained that the existing tariff was writ- 
ten in the interest of a few great con- 
cerns and that the farmers were lost 
sight of. 


Senator Copeland pointed out that the | 


worst disaster that could befall the 
| United States would.be a decrease in the 
buying power of the farmer. Thus the 
prosperity of th® farmer means the 
prosperity of the country, and unless 


some remedy is taken to help the farmer | 


| now, the remedy will be forced upon us 
later. 

Senator Sheppard of Texas also spoke 
in favor of the McMaster Resolution, 
giving a review of the increases and de- 
creases of the tariff under various Re- 
publican and Democratic administra- 
tions. 


Sénator McKellar (Dem.), of Ten- 
nessee, speaking in favor of the 
McMaster resolution, declared that at 
present the Government is imposing a 
tax of $4,000,000,000 on the American 
people through the protective tariff sys- 
tem for the benefit of private industry, 
in order to collect about $600,000 in tar- 
i ffrevenues. 


Committee Meetings 


of the 
Senate and House 


January 12, 1928. 


Senate. 
Naval Affairs, executive, resolution to 
investigate S-4 disaster, 10 a. m. 
Interestate Commerce, hearing on rail- 
| road consolidation, 10 a. m. 
Irrigation and Reclamation, hearing on 
| Deschutes Irrigation project, 10 a. m. 


House. 

Appropriations, subcommittees War 
Department, Independent offices, Treas- 
ury, and Post Office, 10 a. m. 

Immigration, deportation bill, 10:30 
S. TD; 

Military Affairs, regular meeting, 10:30 
a. m. 

Flood Control, hearing, 10 a. m. 

Naval Affairs, hearing Secretary Wil- 
bur and Admiral Hughes on building 
program, 10:30 a. m. 

Census, hearing, bill relating to 1930 
census, 10:30 a. m. 

Foreign Affairs. International Dairy 
Congress and Pan American Road Con- 
ference, 10:30 a. m. 


Irrigation and Reclamation, hearing, | 


Boulder Dam, 10. 

Post Office, hearing, air mail, 10:30. 

Judiciary, 10:30 a. m. 

World War Veterans, hearing, hospi- 
talization, 10 a. m. 

District of Columbia, subcommittee 
on parks and playgrounds to consider 
location for farmers’ market 7 p. m. 


Four Nominations Sent 
To Senate by President 


President Coolidge on January 11 sent 


to the Senate four nominations including | 
that of Claude R. Porter, an attorney | 


of Des Moines, Iowa, to be a member 


of the Interstate Commerce Commission, | 


succeeding Henry S. Hall, of Colorado, 


resigned. The other nominations were: | 


To be collector of cvstoms, District No. 


of Connecticut. 
| To be a foreign service officer, Class 
Three: John K. Davis, of Ohio. 
To be supervising inspector, 


Alexander O. Calcott, of Virginia. 





Senator Borah on the floor of the Senate | 


January 11. 


Senator Borah maintained that flood | 


relief was a national proklem and could 
not be-left to the people of the Missis- 


| expenses of flood relief should be met 
out of current funds of the Federal 
| Treasury, rather than distributed over 
a period of years, 


Charles H. Locher, of New York; Rich- | 


“Tt has been determined that an ample | 


Debate on Tariff 


Mr. McMaster Offers Amend: | 


Senator McMaster offered the follow- | 
52 | 


“Resolved that many of the rates of | 


the existing tariff schedules are excessive | 
and that the United States Senate favors | 


6, Bridgeport, Conn: Harvey P. Bissell, | 


Third | 
District, Steamboat Inspection Service: | 


Has Come for Action. 


from Page 1.] 


| 
| 


In Columbia Basin Urged on Senate 


useful duty that the States of Idaho, | 


Montana, or Oregon will ever ask of it. 

“We feel that the Columbia Basin 
Project is ready for the consideration 
of Congress and that in view of the long 
period of time that will of necessity 
elapse between the date of adoption and 
the completion of the reclamation, prob- 
ably 30 years, the present Congress is 
justified in passing our bill. 

Proposal Ready for Action. 

“We are as ready for Congress now 
as this project would be if it were de- 
layed 25 years longer. 

“Congress is charged with the welfare 
of the whole people. 

“It is from that viewpoint 
offer this bill. 

“Our engineers estimate that it will 
require from 8 to 10 years to build either 
| the high dam for the pumping plan of 
irrigation or the 134-mile canal for use 


that we 


in the gravity system, and we know that | 


| all of that time will elapse before water 
is ready to be delivered to the land. 
| Then another five years will elapse be- 

fore the first unit of our project, 470,- 


000 acres, can be put into cultivation— | 
probably 10 years would be more like a | 
correct estimate; 30 years will pass be- | 


fore the whole project is watered. 
Expects No Overproduction. 

“By that time the population of the 
United States will have increased by an- 
other 60,000,000 people and there will be 
a market at hand for every pound of 
| food the farmers of the nation can raise. 

“We are informed by the Commissioner 
theDepartment of the Interior in 25 years 
of Reclamation, Dr. Elwood Mead, that 
has supplied water for the irrigation of 
1,844,550 acres, 76 per cent of which was 
| in crop in 1927. Dr. Mead makes the 
| statement that the bringing in of this 
| land over that period of time did not 

in any manner adversely affect the mar- 


ural rainfall conditions, and 
| products of those irrigation 
; came to the people most opportunely.” 
Mr. Turner discussed the technical 


that 


| Others who supported the Jones bill dur- 
ing the morning session, included: 
Charles H. Locher, a construction engi- 
neer associated with the 
League; Dr. O. L. Waller, Dean of the 
State College of Washington; and R. M. 
Calkins, vice president, Chicago, Milwau- 
kee & St. Paul Railway, who told the 
Committee that his railroad and, he be- 
lieved, the other trarscontinental lines 


dertake to encourage settlement of the 
region if the project is adopted by the 
Government. 

Other witnesses appearing in favor of 
the project were George Severance, dean 
man, Wash.; Ross K. Tiffany, Superin- 
tendent of Hydraulics of the State of 
Washington; and Mrs. D. E. Gallagher, 
president of the Grant County Rair As- 
sociation, Stratford, Wash. 


ieee nisin 
‘|The President's Day 
At the Executive Offices. 


January 11, 1928. 





10:15 a. m.—Senator Smoot (Rep.), 
Utah. called to present telegrams to the 
President from business men of Salt 
Lake City; Utah, proposing the appoint- 


state Commerce Commission. 

10:45 a. m—Dr. Bert E. Smith, of 
Chicago, Ill., Executive Secretary of the 
Methodist Brotherhood of that city, 
called. Subject of conference not an- 
nounced. 

Be thy 





m.—Senator Bratton ,(Rep.), 


New Mexico, called to present his col- | 


league, Senator Cutting (Rep.). 

11:15 a. m.—Representative Charles 
A. Eaton (Rep.), of North Plainfield, N. 
J., called for a personal visit with the 
President. 

11:50 a. m.—Representative W. W. 
Chalmers (Rep.), of Toledo, Ohio, called 
to discuss the Great “Lakes-St. Lawrence 
Waterways Project with the President. 

11.45 a. m.—Brigadier General Frank 
R. I. McCoy, personal representative of 
the President to supervise approaching 
elections in Nicaragua, called to pay his 
respects to President Coolidge prior to 
leaving for Nicaragua. 

12 noon.—President Coolidge receives 
the Board of Governors of the Aero- 
nautical Chamber of Commerce of 
America. 

3:30 p. m.—President Coolidge re- 
ceived at the White House Dr. Adrian 
Recinos, recently appointed Minister of 
Gautemala, who called to present letters 
of credence. 

Remainder of 
secretarial staff 
correspondence, 


Day: 
and 


Engaged 
answering 


with 
mail 


Congress 
Hour by Hour 


January 11, 1928. 


Senate 

12 Noon to 1 p. m.—Routine morning 
business, introduction of bills and reso- 
lutions, reports of committees. 

1 p. m. to 2 p. m.—Debated resolution 
of Senator McMaster (Rep.), South Da- 
kota, suggesting tariff revision during 
the present session of Congress. 

2 p. m. to 3 p. m.—Continued debate on 
McMaster resolution. 

3 p.m. to 4 p. m.—Continued debate 
on McMaster resolution. 

4 p. m. to 4:45 p. m.—Continued de- 
bate on McMaster resolution and held 
executive session. 

4:45 p. m.—Recessed until noon Jan- 
; uary 12, 

House 
12 m. to 12:30 p. m.—Renewed debate 
| on State, Justice, Commerce and Labor 
| Departments Appropriation bill. 
we p. m.—Passed the appropriation 
ill. 

12:50 to 1 p. m.—Considered calendar 
| of private and uncontested bills. 

1.to 2 p. m.—Considered calendar of 
private bills. 

2 to 3 p. m.—Considered calendar of 
private bills. 


private bills. 
4:10 p. m.—Adjourned 

January 12. 
For action taken by the Commit- 
tees of both Houses and for detuiled 
| mews of Congress see the clessifica- 
j tion in the News Summary on Page 
12. For bills introduced see Page 11, 


until noon, 


| kets for farmers operating under nat 
. ee | ° . . > at- | 
would put the Senate on record as favor- 


running through the project, would un- | tinuing to borrow from the contributions 


of the Washington State College, Pull- | 


ment of'Joseph Rayburn, a Democrat of | 
that city, to be a member of the Inter- | 


} 000,000 for pensions. 


TODAY’S 
PAGE 


3195) 


Supply Measure for 


Interior Department 3 


D 


Is Reported to House © 


Carries Proposed Appropria- 
tions of $222,430,789 


for Fiscal Year. 


Kstimates Reduced 


Amount Is Lower Also Than 
Sum Provided for 
Last Year. 


[Continued from Page 1.] 
report of the Committee, covering the 
appropriations for the bureau of recla- 
mation and the bureau of pensions, fol- 
lows: 

_ Bureau of Pensions: The appropria- 
tion for payment of Army and Navy 
pensions for the year ending June 30, 
1927, was $192,000,000, but because of 
new legislation the obligations of that 
year were actually $230,000,000, which 
upon failure of the deficiency bill in the 
last session of the last Congress and 
under a ruling of the Comptroller Gen- 
eral placed upon the appropriation of 
$221,000,000 for the current year a bur- 
den of $38,000,000 from last year. 
To care for this and the anticipated 
deficiency gf $8,000,000 the current year, 
the recent deficiency act carried $46,- 
h The actual ex- 
penditure for pensions for 1927, though 
the new legislation was not in full effect 


| the entire year, was $230,000,000, and 


for 1928 is expected to be $229,000,000, 

The appropriation recommended in the 
Budget is $210,000,000. The Commit- 
tee recommends that this amount be im- 
mediately available in order that there 
may not again be doubt of prompt pay- 
ment of pension obligations in the clos- 
ing months of a fiscal year. 

The bill carries an appropriation of 


| $19,950,000 to be placed to the credit of ~ 


features of the préposed development. | 


Irrigation | 





the “civil service retirement and disabil- 
ity fund” to meet the liabilities which 


the | have accrued against the United States 


projects | 


Government in connection with the re- 
tirement of civil employes. The accrued 
liability of the Government in connection 
with the retirement legislation is esti- 
mated by the Board of Actuaries at 
$293,000,000 as of June 30, 1927. 


Accrued Liability Acezant. 
_ Nothing has been appropriated by the 
Government to date toward the accrued 
liability. The fund could progress for 
some time in the future, as it has in the 


| past, without any Federal appropriation 


for the discharge of the accrued liability 
or to meet the current liability by con- 


paid in by the employes, and thus con- 
tinue to mect the needs. 

However, the time would arrive when 
this procedure would result in a deple- 
tion of the fund to such an extent that 
the United States would be compelled 
to pay its neglected obligation in very 
large annual increments. In ordex to 
avoid this situation and to meet thaMags 
crued liability of the Government grad- 
ually and the current liabilities in the 
future fro myear to year, the sum of 
$19,950,000 was submitted in the Bud-- 
get, and is approved in this bill, as 
the amount which it will be necessary 
to appropriate annually over a consid- 
erable period of years to liquidate the 
accrued liability and to meet the current 
liability of the Government. 

This period has been estimated at ap- 
proximately 30 years, though it may not 
require that long a time. At the end 
of the period the annual contribution 
from the Government, on the basis of 
the present law and annual pay roll, 


; would be reduced to approximatel - 
| 000,000. ’ —_ 


_ Bureau of Reclamation: The bil] car- 
ries $775,200 more for this bureau‘than 
the appropriations for the current vear 
and $976,000 less than the Budget. This 
reduction below the Budget results 
principaliy in connection with the River- 
ton project, Wyoming, for which the 
Budget estimates are $1,095,000 and the 
bill carries a new appropriation of $430,- 


| 000, a reappropriation of about $177,- 
| 000, and makes available $20,000 of 


power-plant revenues 
operation. 

a . 
_ the total amount available for con- 
tinuance of construction of the Pilot 


for power-plant 


| Canal is $530,000, all that can be used 


in the coming construction season, we 
are advised, and it is to be expected 


| that a similar appropriation will be made 


in the 1930 bill, permitting completion 
of the Pilot Canal in the calendar year 
1929. 

Other reductions under this bureau re- 
sult from the policy of requiring use of 
power revenues and_paid-in-advance 
maintenance and operation charges 
wherever possible rather than an appro- 
priation of Federal funds. 

No appropriation is recommended for 
maintenance and operation of the Okan- 
ogan vroject, the bureau having ad- 
vised the Committee that the project will 
be operated by funds advanced by, water 
users or operated by the water users. 

The Committee recommends only $15,- 
000 for investigations of arid, swamp, 
and cut-over lands, as the bureau states 
that amount will be sufficient to com- 
plete the investigations. 


Hearings Held on Bill 
For Census in 1930 


Hearings on the bill (H. R. 393), -to 
provide for the 1930 cen$us were begun 
before the House Committee on the Cen- 
sus, January 11. Representatives of the 
Bureau of the Census and of the Civil 
Service Commission gave testimony. 

The bill provides that the fifteenth 
census of population, agriculture and dis- 
tribution shall be taken, and makes pro- 
visions also for subsequent decennial 
censuses, setting up in detail the ma- 
chinery therefor. 

The assistant to the Director of the 
Census, Dr. Joseph A. Hill, began the 
reading of the bill, which will be con- 
tinued January 12. Others from the 
Bureau of the Census who testified were 


| the chief clerk, Arthur J. Hirsch, who is 
; acting director while William M. Steuart 


is in Europe, and the chief statistician 


| for population, Leon E. Truesdell. 


3 to 4 p. m.—Considered calendar of | 


| 
| 
| 


| 


The Civil Service Commission was rep- 
resented by Frederick W. Brown, and by 
the editor and director of recruiting, 
Herbert E. Morgan. 

The bill, it was stated, makes few 
changes in the provision for the 1930 
census than those for the 1920 census, 
Representative Fenn (Rep.), of Wethers- 
field, Conn., chairman of the Committee 
on the Census, stated that various pro- 
posals for reapportionment of the meme” 
bership of the House on the basis of the © 
1930 census would be taken up at a later 


_ date. 





~Whip Corporation Issued 
- Shares in Soap Firm in Con- | 


. * petitioner received $3,640 cash 


TODAY'S 4 ( al 


NDEX 


Transfer of Stock 


In Companies Held 


Not to Be Taxable | 


sideration of Certain As- 


sets Assumed. 


Witmer C. STALEY Vv. COMMISSIONER OF ! 
INTERNAL REVENUE; Board or TAX | 
APPEALS, No. 10750. 
Where a corporation had no earnings | 

accumulated since February 28, 1913, at 

the time it had shares of stock in a new 
corporation issued to its stockholders in 
consideration of the transfer of certain 
of its assets to the new corporation, the 
stockholders receiving the new stock re- 
ceived no taxable income, the Board of 

Tax Appeals held herein. | 
Robert E. Kline, Jr., for the petitioner | 

and C. H. Curl for the Commissioner. | 

The findings of fact and decision fol- 
lows: 

The Findings of Fact: The petitioner, 
in the latter part of January, 1920, 
owned 182 shares of stock in the Tipp | 
Whip Company which shares had been | 
acquired from time to time prior to 
1911. | 

The Tipp Whip Company was incorpo- | 
rated in Ohio in 1889, for the ‘purpose | 
of manufacturing whips and of doing 
a general manufacturing business, with 
$15,000 authorized capital stock. The 
capital stock was increased in 1892 to 
$50,000, and made to consist of 500 
shares, each having a par value of $100. 
At all times material hereto up to Janu--| 
ary, 1920, all of these shares were issued 
and outstanding. 

The gradual development of the auto- 
mobile seriously affected the sale of 
whips. The Tipp Whip Company began | 
to feel the effects of the use of automo- 
biles about 1908 and every year there- 
after it felt these effects more and more. 
In the year 1919, it closed out its whip 
business by selling its stock of whips 
to a competitor and giving its machin- 
ery to the same company. 

Purchased Soap Firm. 

In 1917, the Tipp Whip Company pur- 
chased the assets of the Peoria Amole 
Soap Company, and continued to oper- 
ate the business as a separate depart- 
ment. 

It opened an account on its books in 
the name of Amole Soap Company and 
charged to this account all money spent 
for the purchase and operation of the 
soap business. On January 27, 1920, this 
account had a debit balance in the amount 
of $84,778.49. 

During 1917, the Tipp Whip Company 


‘+ sold its whip factory building and the 


real estate connected therewith for $40,- 

000. Thereafter the Tipp Whip Com- 

pany merely operated the soap business 

and collected and paid certain accounts 
of the old whip business. The stock- 
holders and directors of the Tipp Whip 

Company decided to organize a new 

company to operate the soap business 
and to. continue the old company only 
for the purpose of collecting and paying 

its. accounts. 

On January 27, 1920, the Amole Soap 
Company was incorporated in Ohio for 
the purpose of manufacturing soap. The 
.amount of its authorized capital stock | 
was $100,000, divided into $1,000 shares, | 
each having a par value of $100. Only 
760 of these shares were issued. Five 
shafes were issued to each of the Bray- 
shaws in accordance with the resolution | 
of December 20, 1916, and 750 were 
issued to the stockholders of the Tipp | 
Whip Company at the rate of 112 share 
of Amole stock for each share of Tipp 
Whip Company stock held. On’ each 
certificate for shares of Tipp Whip Com- 
pany stock a notation was made that 
a refund of 80 per cent of the stock had 
been made and paid by Amole Soap 

Company stock. 

Stock Closely Held. 

The Tipp Whip Company certificates 
were retained by the original owners | 
and the corporation was not dissolved. 
No additional capital was invested in the 
Amole Soap Company at the time of 
its incorporation. The Amole Soap Com- 
pany account on the Tipp Whip Com- 
pany books were credited with $75,000 
and the balance of $9,778.49 remained 
on the books as an asset. The Amole 
Soap Company then opened new books 
of its own. All of the assets of the 
Tipp Whip Company pertaining to this 

soap business were transferred to the 
new corporation. 

As his share of the 20 per cent divi- 
dend declared on January 20, 1920, the 
during 

anuary, 1920. About the same time he 
received 273 shares of Amole Soap Com- 

* pany stock and the notation referred to 
sabove was made on his certificates rep- 
resenting 182 shares of Tipp Whip Com- 
pany stock. 

The stock of the Tipp Whip Company 
has been closely held and none has been 

sold since about 1911. 

Of the $3,000 dividend paid in 1913, 
$1,500 only was entered on the books 
and paid prior to March 1, 1913. 

Opinion by Murdock: The tax liabil- 
ity of this petitioner for the calendar 
year 1920 is before us. In the early 
part of that year he received two things 
as a result ofthe fact that he held 182 
shares of stock in the Tipp Whip Com- 
pany. First he received 182-500 of $10,- 
000, or $3,640, being his share of a 20 

per cent cash dividend declared and paid 
by the Tipp Whip Company. He admits 
that all of this was taxable, being paid 
out of earnings accumulated since Feb- 
ruary 28, 1913. Second, he received 273 
eshares of stock in a new corporation, 
organized by the group of men who 
owned the Tipp Whip Company to take 
over its only active business. He re- 
ceived this stock because the Tipp Whip 
Company had agreed to transfer the as- 
sets connectd with its soap business 
to the new company provided the new 
company would issue its stock to the 
Tipp Whip Company stockholders in the 
proportion of 112 of the new for each 1 
of the old. The petitioner contends | 
that after the cash dividend the Tipp 
Whip Company had no more “earnings 
accumulated since February 29, 1913,” 
.to distribut eand that anything which 
~he recived from this company was not 
-taxable upon receipt by him. He also 
had an alternative contention. 


- The Commissioner, in determining the 
_Meficiency, did not compute a normal tax 


on the income in question in this case, 
but treated this income as an ordinary 
dividend subject to surtax only. He has 
never since contended that it was a dis- | 


THE 


; amount, 


3196) 


Taxation 
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Stock Issues 


—_—_—_— 


Deductions 


Deductible Loss on Asset Held to Include 


Depreciation from Purchase to Disposition 


>——_ 


Board of Tax Appeals 


| ing those years. 


Finds for Petitioner | 


Majority Opinion Includes En- 
tire Period Property Was 
in Ownership. 


NOAKER IcE CREAM COMPANY V. 
COMMISSIONER OF INTERNAL REVENUE, 
BOARD OF TAX APPEALS, No. 11397. 

A majority opinion by the Board 
of Tax Appeals has held that loss 
by depreciation on an asset shall be 
computed from,the date of acquisi- 
tion of the asset to the date of dis- 
position. The findings of fact and a 
part of the opinion, by Littleton, 
was published in the issue of The 
United States Daily of January 11, 
Yearly Index Page 3186. 

It was shown that the petitioner, 
an Ohio corporation, had constructed 
a two-story building in 1909 and 
demolished it in 1919. In computing 
the deductible loss on account of 

demolition of the building in 1919, 
the Commissioner reduced the orig- 
inal cost by the amount of deprecia- 
tion computed from 1909 to Decem- 
ber 31, 1918. The opinion cited ob- 
jections to this finding by the Com- 
missioner. The opinion is concluded 
as follows: 

Therefore, if we desire to 
true cost reduced by depreciation 
cost allowed subsequent to March 1, 
1918, with depreciated March 1, 1915 
value, we should reduce cost by only 
$1,600 instead of $2,500. 
wise would mean a reduction of the 
loss by the depreciation on appreciation 
and thereby increasing taxable income 
for 1918 to this unwarranted extent; 


compare 
on 


| in effort, taxing income which it appears 


Congress intended should be exempt. 


Consider Depreciation 
Prior to March 1. 1913 


The other objection to this result 
the failure to consider depreciation sus- 
tained prior ~to March 1, 1913. <Ad- 
mittedly, in the Ludey case the court 
took into consideration only depreciation 
and depletion allowable subsequent to 
March 1, 1913, but is the case authority 
for the proposition that depreciation 
sustained prior to March 1, 1913, is not 
to be considered where the assets were 
acquired prior to March 1, 1913, and 
a loss is involved, that is, both cost and 
the March 1, 1915, value exceed the 
selling price? 

We are of the opinion that it is not. 


is 


| putation. 


; a 


sented a gradual sale of the asset dur- 


That the court in the Ludey case did | 
not have a different theory is shown by | 
the following statement: | 

“We are of opinion that the revenue 
acts should be construed as requiring de- 
ductions for both depreciation and deple- | 
tion when determining the original costs | 
of oil properties sold. Congress, in pro- | 
viding that the basis for determining | 
gain or loss should be the cost or the | 
1913 value, was not attempting to pro- 
vide an exclusive formula for the com- 


“The depreciation charge permitted as 
deduction from the gross income in 
determining the taxable income of a bus- 
iness for any year represents the re- 


| duction, during the year, of the capftal | 


| ance for depreciation is the sum which 


and tear of the 


of the allow- 


through wear 


The amount 


assets 


vlant used. 


should be set aside for the taxable year, 
in order that, at the end of the useful 
life of the plant in the business, the 


| aggregate of the sums set aside will 


To do other- | 


; cost 


There a gain resulted and not a loss, | 


and hence it was obviously unnecessary 
to consider cost or adjustments to cost 
prior to March 1, 1913. So long as we 
start with the March 1, 1913, value in 
excess of cost and must consider only 


the higher of the two as was true in | 


the Ludey case, cost and adjustments 
thereto can be forgotten and only the 
March 1, 1913, value considered. This 
is preciseiy what the court did. 

The reasoning which would disregard 
depreciation sustained prior to March 1, 
1913, proceeds on the theory that the 
March 1, 1915, value is capital which 
is to be returned to a taxpayer before 
taxing income, and that the return con- 
templated is that allowable deductions 
from gross income under the taxing 
statutes in force for 1913 and subsequent 
years to the date of sale. 7 

That this was held to be 


true in a 


| case involving a taxable gain where it 


was unnecessary to consider depreciated 
cost, does it follow that the same rule 
should apply with respect to the deter- 
mination of a deductible loss? We think 
noi. 


Return of Capital Possible 
When Loss Not Deductible 
We are of the opinion that there can 


(with the salvage value) suffice to pro- | 
vide an amount equal to the original 
cost. 

“The theory underlying this allowance 
for depreciation is that by using up the | 
plant a gradual sale is made of it. The ; 
depreciation charged is the measure of | 
the cost of the part which has been | 
sold. When the plant is disposed of | 
after years of use, the thing then sold 
not the whole thing originally ac- | 
quired. The amount of the depreciation 
must be deducted from the original cost | 
of the whole in order to determine the 
cost of that disposed of in the final sale 
of properties. Any other construction 
would permit a double deduction for the 
loss of the same capital assets.” | 

In view of the foregoing, we are of 
the opinion that only by taking into con- 
sideration depreciation sustained both 
prior and subsequent to March 1, 1913 
on cost, can we obtain a true depreciated 
which we can compare with the 
depreciated March 1, 1913 value for the 
purpose of determining a deductible loss 
in 1918 of assets acquired prior to March 
1, 1913. 

When this is done, the hypothetical 
case hereinbefore mentioned is solved in 
the following manner: 

Original cost, $8,000; Loss—Deprecia- 
tion to March 1, 1923 on cost, $1,600; De- 
preciation on cost from March 1, 1913 
to 1918, $1,600; net depreciated cost, 
$4,800. 

March 1, 1913 value, $10,000; less de- 
preciation on March 1, 1913 value to 
1918, $2,500; net depreciated March 1, 
1913 value, $7,500; scale price, $3,000; 
deductible loss ($4.800-$5,000), $1,800. 

Consistent with the foregoing, the 
Board is of the opinion that where a de- 
preciable < t was acquired prior to 
March 1. 1913 at a cost which, when de- 
preciated to March 1, 1915 is less than 
the March 1, 1913 value and the asset 
is sold or disposed of in 1919 at a price 
which is less than either the March 1, 
1913 value or cost, properly depreciated 
to date of sale, the deductible loss is 
the difference between the selling price 


is 


| and cost properly depreciated from date 


be a return of capital (cost) when it is | 
not deductible in the same sense as when | 


deductible. A depreciable asset used in 
a trade or business is being continually 
returned to the owner thereof. In the 
hypothetical case stated, the $1,600 de- 
preciation sustained from 1908 to March 
1, 1913, was a proper charge against 
operations for those years and repre- 


tribution of assets or a liquidating divi- 
dend, in whole or in part. Therefore, 
we do not feel called upon to discuss 


that question. 
Decision Not Justified. 

The Commissioner’s statement en- 
closed with the deficiency letter refer- 
ring to these items as follows: 

You further state that you were in 
error in reporting $12,740.00 in Schedule 
H, as income for the year 1920, as this 
amount consisted of your share of the 
surplus and profits of the Tipp Whip 
Company. which was earned and ac- 
quired before January 1, 1909. 


is 


You are 
advised that information on file in this 
office indicates that of the total amount 
of dividends declared by the Tipp Whip 
Company in 1902, 90.3 per cent were 
taxable, and 9.7 per cent were nontax- 
able. Schedule H has been adjusted 
disclosing that of the amount of divi- 
dends reported from this source, $11,- 
504.22 was taxable. 

Counsel for the respondent filed no 
brief and he has never explained how 
the Commissioner arrived at his 
clusion. We can not find any jurisdiction 
for the Commissioner’s action. On the 
other hand, the books of the Tipp Whip 
Company and the testimony and other 
evidence which is before us support the 
petitioner’s contention as _ it stated 
above. When we analyse the books and 
records of the Tivp Whip Company in 
connection with the other facts estab- 
lished by the evidence to find the amount 
of earnings accumulated between Feb- 
ruary 28, 1913, midnight, and the last of 
January, °20, when the petitioner 
ceived the stock from or through this 
company, we find that only a negligible 
c if any, of such earnings re- 
mained undistributed after the payment 
of the January, 1920, dividend of $10,- 
000. Consequently, our decision on this 
point must be for the petitioner and 
we do not deem it necessary to dis- 
cuss the petitioner’: 
tion, 

Judgment will be entered in sccord- 
ance with the foregoing opinion on no- 
tice of 15 days under Rule 50. 
by Morris, 


is 


Considered 
Trammell. 
January 3, 1928. 


Siefkin and 


of acquisition to date of sale or dispo- 
sition, which depreciation would repre- 
sent not only depreciation sustained on 
cost prior to March 1, 1913, but also de- 
preciation sustained on cost from March 
1, 1913 to date of sale. 

Reviewed by the Board. 

Judgment will be entered on 10 days’ 
noti¢e, under Rule 50. 

Opinion Dissents 
From Majority Conclusion 
dissenting. I cannot agree 
conclusien reached in the opin- 
ion adopted by the majority of the Board. 
As was therein stated, we have all the 
facts before us. It is necessary only to 
pass upon one question of law in order 
that we have a complete formula for the 
solution of the problem. 

The question of law is whether the 
basis (cost or March 1, 1913, value, as 
the case may be, for the purpose of de- 
termining gain or loss on a sale or other 
disposition of property shall be reduced 
by the amount of the exhaustion, wear 
and tear sustained prior to March 1, , 
1913. The exhaustion, wear and tear 
are commonly referred to as deprecia- 
tion. 

The Revenue Act of 1913 and all sub- 
sequent acts, have provided for an an- 
nual deduction from gross income for 
depreciation, but not until the Revenue 
Act 1921 was there any expressed | 
statutory requirement that depreciation 
be considered in the computation of the | 
gain or loss resulting from the sale or 
other disposition of depreciation prop- 

Prior to the passage of the 1921 
, the authority for such consideration | 
was found only in the Commissioner's 
regulations and the decisions of the Bu- 
reau Internal Revenue. 

We held in the Appeal of the Even 
Realty Company, 1 B. T. A. 355, that 
when computing the amount of the gain 
or loss resulting from the sale or other 
disposition of property, the basis for 
such computation, whether that basis be 
cost or March 1, 1913, value, should be 
reduced by the amount of the deprecia- 
tion. This case arose under the Revenue 
Act of 1918, which contained no provi- | 


Green: 
with the 


ol 


| sion with reference to the use of depre- 


con- | 


ciation in the of 


loss. 


computation gain or 

The Supreme Court 
v. Ludey, 274 U.S, 295 held that such 
reduction should be in the amount of 
the allowable depreciation or depletion. 
This it heid upon the theory that the de- 
duction for depletion is “to be regarded 
as a return of capital,” and it is ob- 
vious that depreciation is to be similarly 
regarded. 


in United States 


| Value of March, 1913 


re- | 


Must Be Considered 


Prior to the Revenue Act of 1921, none 
of the revenue acts specified the basis 
for depreciation of property acquired 
prior to March 1, 1913, but I think it is 


| now commonly conceded that under such 


alternative conten- | 


prior acts the value on that date is the 
basis. See Appeal of J. J. Gray, 2 B: T. 
A, 672. Tt the value on that date 
which is to be returned to the taxpayer 


Is 


| through the annual deductions. 


Regardless of the depreciation sus- 
tained prior to that date, he is entitled 
to have his deduction computed and 
allowed upon that basis, and the sum of 
such allowable deductions must be de- 


Seven Members File 
Dissenting Opinions 


Corporation Constructed Build- 
ing in 1909 and Demol- 
ished It in 1919. 


| 


| 
| 
| 
| 


ducted from the cost of March 1, 1918, | 
value in the computation of gain or loss. | 


In every case where property was ac- 


| quired prior to March 1, 1913, and sold 


or disposed of after that date, the March | 


1, 1913, value must be considered in de- 
termining accurately the amount of the 
taxable gain or deductible loss. It may 
or man not be a limitation on the gain 


or the loss depending upon, in the first | 


instance, whether such value is greater 


whether it is less than cost. 

In ascertaining the March 1, 1913, 
value, theories and formulas should be 
put aside and the determination made 
upon actualities. (See Rockford Malle- 
able Iron Works, 2 B. T. A. 819). But 
inevitably, since depreciation, in the 


| than the cost, and in the second instance, | 


sense of wear and tear, takes place to 


a greater or lesser degree, in all de- 
preciable property, such depreciation af- 
fects the March 1, 1913, value and is re- 
flected therein although it may be that 
other elements, such as appreciation in 
value, are also reflected. 

In the instance where the March 
1913, value is used as the basis for the 
determination of gain or loss, the re- 
duction of such basis by the amount of 
depreciation sustained prior to March 
1, 1913, would in itself practically re- 
sult in the allowance of a double deduc- 
tion for depreciation. It seems to me 
quite clear that Congress intended that 
only the allowable depreciation should 
be deducted from the cost or March 1, 
1913, value in determining gain or loss. 

The further reduction of such basis by 
the amount of the depreciation sustained 
prior to March 1, 1913, would destroy 
the mathematical and economical pre- 
cision of the fundamental principle. 


Report of Ways and Means 


| Committee Quoted 


My conclusion in this respect finds 
ample support in the legislative history. 
In section 202(b) (2) of the Revenue Act 
of 1926, Congress, for the first time, en- 
acted a statute requiring the reduction 


1, ; 


of the basis by the amount of deprecia- |. 


tion sustained prior to March 1, 1913. 
The last sentence of such paragraph 
reads as follows: 

“In addition, if the property was ac- 
quired before March 1, lvl, the caus 
(if other than the fair market value 
as of march 1, 1913) shall be diminished 
in the amount of exhaustion, wear and 
tear, obsolence and deplention actually 
sustained before such date.” 

The report of the Ways and Means 
Committee to the House of Representa- 


tives, with reference to this new pro- | 


vision, is as follows: 

“When property is acquired prior to 
March 1, 1918, the present law provides 
that in the case of a sale of such prop- 
erty the basis for determining gain or 
loss shall be cost or March 1, 1913, value, 
whichever is higher; and also provides 
that in making adjustments for depre- 
ciation, etc., proper adjustment shall be 
made for depreciation, ete., ‘previously 
allowed.’ 

“Owing to the fact that there was no 
income tax prigr to March 1, 1913, in 
cases where property was_ acquired 
prior to that date no depreciation has 
been ‘allowed,’ and the taxpayer may 


receive too large a basis fur determining | 


gain or loss. The amendment proposed 
provides that the deductions for depre- 


ciation, etc., to be made in such cases | 


shall be such deductions as were actually 
sustained with respect to such property, 
which would include such depreciation 
as had occurred prior to that date.” 

The report of the Senate Finance Com- 
mittee with reference to the new pro- 
vision, reads as follows: 

“When property was acquired prior to 
March 1, 1913, the present law provides 
that in the case of a sale of such prop- 
erty the basis for determining gain or 
loss shall be cost or March 1, 1913, value, 
whichever is higher; and also provides 
that in making adjustments for depre- 
ciation, etc., proper adjustment shall be 
made for depreciation, etc., ‘previously al- 
lowed.’ 

“Owing to the fact that there was no 
income tax prior to March 1, 1918, in 
cases where property was acquired prior 
to that date no depreciation has been 
‘allowed,’ and the taxpayer may receive 
too large a basis for determining gain 
or loss. 


The amendment proposed pro- | 


vides that the deductions for deprecia- | 


tion, etc., to be made in such cases shall 
be such deductions as were actually sus- 
tained with respect to such 
which would include such 
as had occurred prior to that date. 


Six Members Concur 


In Dissenting Opinio.: 

“Under existing law in the case of 
determining gain from the sale or other 
disposition otf property, the cost or 
March 1, 1913, value of such property is 
required to be reduced by the amount of 


property, | 
depreciation | 


depreciation or depletion ailowed under | 


prior income tax laws. It has been 
claimed that the effect of this provision 


is to allow a taxpayer to elect to take | 
no depreciation or depletion against his | 


annual income and to permit him to 
write off the entire cost or March 1 
value at time of sale. 

“The bill as passed by the House pro- 
vides that the cost or March 1, 1913, 
value in the case of sale shall be re- 
duced by the amount of depreciation or 
depletion allowable under prior income 
tax acts in computing the gain subject 
to tax. It is believed that the rule 
stated by the House bill 
rule and that all taxpayers should be 


| explained, it was “heralded far and wide 


the correct | 


required to take proper annual deduc- | 


tions for depreciation and depletion.” 
It seems to me clear that in the com- 
putation of gain or loss resulting from 
the sale or other disposition of prop- 
erty acquired prior to March 1, 1913, and 


sold prior to the effective date of the | 
Revenue Act of 1926, the basis, whether | 


be 
be 


such basis 
value, may 


cost or March 1, 
reduced only by 


1913, 
the 


amount of depreciation sustained subse- | 


quent to March 1, 1913, and allowable 
under the various revenue acts in effect 
since such date. 

Murdock, Smith, Siefkin, Trussell. 
Trammell and Van Fossan concur in the 
dissent. 

January 7, 1928, 
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Index and Digest 
Of Tax Decisions and Rulings 


YLLABI are printed so that they can be cut out and pasted on Standard 
Library-Index and File Cards, approximately 3 by 5 inches, usually 
employed in libraries and filed for reference. 


] EPRECIATION: Computation: General.—Where depreciable asset was 

acquired prior to March 1, 1913, at cost which, when depreciated to March 
1, 1918, is less than March 1, 1913, value, and asset is sold or disposed of in 
1919 at price less than either March 1, 1913, value or cost properly depreciated 
to date of sale, deductible loss is difference between selling price and cost 
properly depreciated from date of acquisition to date of sale or disposition. 
Depreciation represents not only depreciation sustained on cost prior to March 
1, 1913, but also depreciation sustained on cost from March 1, 1913, to date 
of sale—The Noaker Ice Cream Co. v. Commissioner. (Board of Tax Appeals). 
Yearly Index Page 3196, Col. 2 (Volume IT). 


NCOME: Stock: Distribution: Surplus—Where corporation had no earnings 
accumulated since February .28, 1918, at time it had shares of stock in 
new corporation issued to its stockholders in consideration of transfer of cer- 
tain assets to new corporation, stockholders receiving new stock received no 
taxable income.—Wilmer C. Staley v. Commissioner. (Board of Tax Appeals). 
Yearly Index Page 3196, Col. 1 (Volume II). 


collection of deficiency determined by Commissioner for 1920 held not to 
be barred by statute of limitations where Commissioner erroneously stated 
in deficiency notice mailed November 10, 1925, that deficiency was for 1919, 
taxpayer was not misled, and petiiion was filed within 60 days referring to 
deficiency as properly applicable to 1920 instead of to 1919.—Wilkens & 
Lange v. Com’r. (Board ef Tax Appeals).—Yearly Index Page 3196, Col. 5 
(Volume II). 

No unpublished ruling or decision will be cited or retied upon by any 
officer or employe of the Bureau of Internal Revenue as a precedent in the 
disposition of other cases.—Extract from regulations of Commissioner of 
Internal Revenues. 


Decisions of Board of Tax Appeals 


Published January 11, 1928. 

“Frederick McLean Bugher, et al., Ex- | 
ecutors of the Estate of Frederick 
Bugher, Petitioners, v. Commissioner 
of Internal Revenue; Mildred McLean 
Dewey, Petitioner, v. Commissioner 
of Internal Revenue. Docket Nos. 6035, 
5040 and 10012. | 

This proceeding involved deficien- 
cies for the years 1917, 1918 and 
1919 as levied by the Commissioner 
of Internal Revenue and concerned 
the distribution of interest from 
mining properties. The Board held 
that the Commissioner acted cor- 
rectly in adjusting the interest as 
income for the year 1919. 

The Wyoming Tie and Timber Company 
rc. Commissioner of Internal Revenue. 
Docket Nos. 21870 .and 24574. 

The value of contracts for fur- 
nishing lumber were determined for 
taxation purposes, and'certain deduc- 
tions denied because of insufficient 
evidence. 

MeCabe Lathe and Machinery Co. v. 
Commissioner of Internal Revenue. 
Docket No. 2072. 

Depreciation upon building de- 
termined.—_In 1918 the petitioner 
became liable to pay additional com- 
pensation to one of its employes. It 
disputed the amount of the liability. 

In 1919 suit was brought and settled 

and payment made for the services 

rendered. The petitioner kept its 
books on the accrual basis. Held, 
such payment is not deductible in 

computing net income of 1919. 

Petitioner erected a building upon 
ieased premises. It ceased to use 
such building in its business three 
years prior to the expiration of the 
lease, and thereupon leased such 
building to another. It claims the 
difference between the depreciated 
cost 6f the building and the net 
rental to be received over the term 
of the lease as a deduction for ob- 
solescence. Held, not allowable. 

Petitioner’s claim of an overstate- 
ment of its inventory disallowed for 
lack of evidence thereof. 

The Lightning Creek Oil and Gas Com- 

pany ond Consolidated Company, 

Carey Oil and Gas Company, Peti- 

tioners, v. Commissioner of Internal 

Revenue. Docket Nos. 8584 and 23204. 
The action of the Commissioner | 

of Internal Revenue in reducing in- 
vested capital to an amount deter- 
mined by him to represent the ac- 
tual cash value of the assets at the 
time paid in for stock approved be- 
cause of insufficient evidence. 

The reduction of invested capital 
on account of use of a “tentative 
tax” in determining the amount of 
earnings available for distribution 
as dividends held to be erroneous. 

Where invested capital had been 
impaired by the payment of divi- 
dends in excess of earnings, held 
that the Commissioner in computing 
the amount of the liquidating de- 
ficit committed error by including 
as part of such deficit the amount 
by which the depletion sustained 


exceeded the depletion provided for 
in the petitioner’s books. 

The 
of Internal Revenue. 
9681, 10384 and 11931. 

Net income received by a_ lease 
from the operation of an oil well 
upon the allotted lands of a citizen 
of the Creek Tribe of Indians held 
to be taxable. 

‘elsh Packing Company, Petitioner, v. 
Commissioner of Internal Revenue. 
Docket No. 5199. 

A write-down of the petitioner’s 
capital assets in 1912, amounting to 
$39,147, should be restored for in- 
vested capital and depreciation pur- 
poses for the years 1919, 1920, and 
1921. 

The Commissioner erred in reduc- 
ing invested capital for the taxable 
years on account of alleged insuf- 
ficient depreciation deductions in 
prior years. 

Appeal of the Daily Pantagraph, Ince. 
Docket No. 4126. 

Paid-In Surplus.—The actual cash 
values of both tangible properties 
contributed to a corporation in ex- 
cess of the par value of stock issued 
become paid-in surplus but under 
the Revenue Acts of 1918 and 1921 
the values of imtangibles so con- 
tributed may not be included in in- 
vested capital. 

Depreciation.—The reasonable al- 
lowance for exhaustion, wear and 
tear, of buildings and equipment 
used in the newspaper publishing 
business of this taxpayer deter- 
mined. 

Mossberg Pressed 


Dogket Nos. 


Steel 


wal Revenue. Docket No. 8757. 

Payments. on stock subscriptions 
miay be included in invested capital 
from the time paid in. 

Petitioner is not entitled to include 
in invested capital subscriptions to 
capital stock until paid. 

Amount allowable as a deduction 
on account of the exhaustion of a 
patent determined. 

The patent can not be included in 
invested capital at a value in excess 
of the cost to the previous owner 
under section 331 of the Revenue Act 
of 1918. 

The evidence is sufficient to show 
that certain parts of expenditures 
originally estimated as overhead ex- 
pense applicable to the manufacture 
of tools and other shop equipment 
were not applicable to the manufac- 
ture of such tools and shop equip- 
ment. 


Decisions marked (*) have been 
designated by the Board of Tax 
Appeals as involving new principles 
and will be printed in full text in 
this or subsequent issues. Sub- 
scribers who are interested in any 
decision not so designated should 
write to the Inquiry Division, The 

| United States Daily. 


Delay in Cutting Taxes. 


| ity 


Advised by Mr. Smoot | 


Asks Senate to Wait Till Reve: | 


nues Can Be Approximated 


of the Finance Committee to 
make any reduction finally agreed to a 
retroactive matter. This should elim- 
inate any possible claim that the reduc- 
tion was not effective on the full incomes 
| of 1927, he said. 

The March 15 tax payments, the first 
installment for the present year’s tax 
levies, would give the Department of the 
Treasury “something definite on which 
to base its estimates of receipts for the 
full year,” he said. 

While Senator Smoot did not expect 
Congress to adjourn prior to the middle 
of June, he told the Senate that the next 
two months should show to all members 
of the Senate and House just about how 
much money would be appropriated. In 
the meantime, the tax receipts will be 
coming in and a general clarification of 
the situation will result, he declared. 


Consideration of any tax reduction leg- 
islation should be delayed until the De- 
partment of the Treasury can approxi- | 
mate the national income and Congres- 
sional leaders can estimate what the 
program of appropriations will include, 
Senator Reed Smoot (Rep.), of Utah, 
chairman of the Senate Committee on | 
Finance, advised the Senate, January 11, | 
in response to inquiries, | 

Senator David I. Walsh (Dem.), of | 
Massachusetts, sought a public state- | 
ment from Senator Smoot on the ques- | 
tion because, the Massachusetts Senator 


Liabilityt for Injury 
Resisted by Railroad 


last fall that the chief business of the 
present Congress was to be tax reduc- 
tion.” He expressed disappointment 
that nothing had been done, and said he 
desired to enter a protest against fur- 
there delay, inasmuch as he felt that the | 
whole country was looking to the present 
session for relief. | 


Argued in Supreme Court 

Argument was heard by the Supreme 
Court of the United States, January 11, 
in which action was brought under the 


The situation as regards tax reduc- 
tion, Senator Smoot said, revolved 
around the factors of prospective income 
and prospective expenditures. Delay 
until after March 15, proposed by the | 
Department of the Treasury, he said, | 
could not be of material harm since taxes | 
are paid in quarterly installments. 

“If the amount paid is more than the 
quarterly sum required, the taxpayer 
will simply pay less in the next install- 
ment,” said Myr. Smoot. 

Senator Smoot assured the Senate that 


while checking cars in the employ of the 
then receiver of the petitioner, Toledo, 
St. Louis & Western Railroad Company, 
in its yards at Madison, Ill. 

The case is that of the railroad against 
Allen, No. 160, on writ of certiorari to 
the Supreme Court of the State of Mis- 
souri. 
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Acquiescences 





Terrell Company v. Commissioner | 


Corporation, | 
Petitioner, v. Conimissioner of Inter- | 


it was the thought of the major- | 


Appeal from Award to Employe | 


tion). 


} Co. 


| 6910, 6, 


| Court 
| servant is incapacitated to assume the 


j 


| Federal Employers’ Liability Act by a | other warning when such movement 


|} plaintiff who was struck , ver | 
| ¥ struck and run over | therein to danger. 
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Calendar 
of the 


Board of Tax 
Appeals 


The United States Daily publishes 
this calendar for the information of 
taxpayers and tax practitioners and 
subject to later change and notifi- 
cation of interested counsel by the 
United States Board of Tax Ap- 
peals. Final notice of hearing, given 
by the Board in pending cases, is 
dependent upon progress made in 
disposing 0} cases awaiting hearing. 
The following is the calendar of the 


United States Board of Tax Appeals from 
January 12 to January 16, inclusive, the 


| numbers being the docket numbers and the 


names those of the petitioners: 
January 12, 1928. 

15545, Dr. J. S. Appleman 

10996, Dr. J. S. Appleman. 

11047, Bronx 149th Street Realty Co. 

11059, George M. Cohan Opera Co, 

10735, Jacob Dold Packing Company. 

5112, inglish and Scottish Law Life In- 
surance Association. 

10800, Douglas A. Fiske. 

6215, J. L. Hill (motion). 

10990, F. Keiser and Son Co., Inc. 

29355, Kosco Mills, Inc., (order to show 
cause). E : 

10881, Charles Merrill, Tne. 

10947, Nyal Co. 
32817, Schiff Trust 
(order to show cause). 

10874, Joseph Stulberg. ; 
Tyler and Hippach, Inc., (motion). 


January 16, 1928. 


7213, Booth and Co. 

11239, Boston Oldsmobile Co. 

9566, Estate of P. A. Chapman (motion). 
10995, Marro Brownfield (motion). 
12645, Henry E. Bullock (motion). 
10927, Central National Bank (S. of L.). 
22614, Central National Fire Insurance 

Co. (motion). 

515, Edith Hl. DeLong. 

133, Durfee Mineral 

5 Mabel McAfee 

5 L. T. Hagin. 

3527, Lewis Lee Hagin. 

, Margaret V. Hagin. 

) . H. Humphreys (motion). 

6, Estate of Charles Kelley (motion). 

7721. M. A. Long (motion). 

26592, Estate of James McLane (motion), 

9299, A. G. and S. Mining Co. (motion). 

Frank J. Nevins. 
, Estate of Thomas F. Nevins. 
Ohio Clover Leaf Dairy Co. 


and Savings Bank 


Yo, 


Co. (motion), 
Gabriel. 


1 


3 


(mo- 


13029, Ohio Clover Leai 

8691, Paletine Aniline 
Corpn. 

7116, Pan-American Wall Paper and Paint 
(motion). 

9106, Pan-American Wall Paper and Paint 
Co. (motion). 

12015, Phonographs, Ine. 

11839, Pine Run Company. 

7829, J. D. Reynolds (motion). 

79183, Rhode Island Hospital Trust 
pany (motion). 

3624, Sadiner (motion). 

3600, Konrad Shreirer Co. (motion). 

25185, Standard Nut and Boit Co. (order 
to show cause). 

5016, Uniform Printing and Supply 
pany (motion), 

11900, West Boylston 

9156, Joseph W. 
(motion). 

5454, Zenith Milling Company (motion) 


Dairy (motion). 
and Chemical 


Com- 


Com- 


Co. 
Woods and Sons Co, 


| Aequiescences Noted 


In Taxation Decisions 


The Bureau of Internal Revenue an- 
nounces that the Commissioner acquiesces 
in the following decisions of the Board 


of Tax Appeals. 


(The name of the party is followed 
by the docket number of the case, and 
the volume and page number of the re- 
port.) 


: Bogle & Co., Inc., W. S., 2208. 


Boynton Gasoline Co., 5342, 
434. 

Essanbee Mines Co., 2208. 
Harnsberger’s, Inc., 7053, 7, 250. 
Newton, H. E., 9626, 7, 1153. 
Newton, W. H., 9627, 


7, 1153. 
Pine Ridge Mines Co., 2208. 


6909, 


Proceedings 
of the 


Court of Claims 


January 11, 1928. 
Present: Judges Booth, Graham and Moss, 
Alfred C. B. MeNevin, Timothy G. Histon 
and Joseph S. Barr admitted to practice. 
No. B-170. New River Collieries’ Co., 
argued by Ira Jewell Williams for the 


| plaintiff and J. J. Lenihan for the United 


States. 

No. E-428, Samuel Zemurray, argued by 
Spencer Gordon and Monte M. Lemann for 
the plaintiff and F. K. Dyar, John A. Me- 
Cann, and F, W. Dewart for the United 
States. 

No. D-863. Adams Schumann, argued by 
William E. Leahy for the plaintiff and W. 
F. Norris for the United States. 

No, C-981, Chester L. Arnold, submitted 
by Cornelius H. Bull for the plaintiff and 
J. J. Lenihan for the United States. 

Call for Thursday, January 12, 1928: No, 
E-335, Cyril H. Owen; No. C1200, Lamport 
Manufacturing Co.; D-136, Stephen L, 
Kerr; No. D-800 and D-801, J. & J. W. 
Stolts Association; and No. C-702, Wayne 
L. Carleton. 


were due to the negligence of the receiver 
and his employes and while the respond- 


; ent and the employes of the receiver were 


engaged in operations connected with in- 
terstate commerce within the scope of the 
Federal Employer's Liability Act. 

It was argued that the Missouri court 
applied the rule with respect to assump- 
tion of risk which does,not accord with 
the rule as promulgated by the Supreme 
of the United States that the 


risk of the master’s failure to exercise 


| ordinary care to provide the servant with 


a safe place to work. 

The case for the petitioner was argued 
by Frank H. Sullivan (Walter A. Evers- 
man, James C. Jones, Edward C. Crow, 
Lon QO. Hocker, and Frank H. Sullivan 
on the brief). 

For the respondent it was argued that 
it is negligent to move cars in an un- 
lighted railroad area without bell or 
is 
likely to subject an employe working 


Certain jurisdictional questions were 
also presented it being the contention 
of the respondent that the Supreme 
Court of the United States was without 


| jurisdiction in the case. 


Respondent asserted that his injuries | 


Holland R. Polak argued the case for 
the respondent (Holland R. Polak and 
James J. O’Donohoe on the brief). 
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Agriculture 


Hardy Truck Crops 
In South Revived 
By Warmer Weather 


Temperatures in Most East- 
ern Sections Were Sub- 
normal During Past 


Week. 


Although temperatures continued sub- 
normal over most of the eastern sections 
during the past week, according to the 
report of the Weather Bureau issued 
January 11, showers and warmer 
weather in the Southern States some- 
what revived the hardy truck crops dur- 
ing the latter part of the week. 

The report follows in full text: 

Temperatures continued 
over most eastern sections the first part 
of the week under the influence of an 
area of high pressure which overspread 
the country during the previous week. 
At the same time there was a reaction 
to warmer over more western portions 
and by the morning of the 5th temper- 
atures had risen 20 degrees to 40 de- 
grees over the northern Great Plains 
and adjoining parts of Canada, with sub- 
zero confined to the interior of eastern 
Canada. It continued cold for the sea- 
son over the Southeast during the 6th 
and 7th, although there was some warm- 
ing up as the “high” moved eastward 
over the Atlantic Ocean. Temperatures 
were somewhat above normal over most 
northern areas during these two days, 
although the departures were not large; 


the last of the week was warm for the | 


season rather generally. 


Precipitation was mostly of a local | 


character during much the greater part 
of the period, although there was some 
widespread rain or snow over the Pacific 
Northwest the first few days. On the 
last two days there were general rains 


over most of the country east of the! acres were harvested for grain. 
Mississippi River attending the passage | : 


of a slight depression from Louisiana | 


northeastward. 
Moderate Rain in South. 

The temperature for the week was be- 
low normal over a considerable area of 
the Southeast, extending from North 
Carolina and the Ohio Valley southward 
and southwestward, with the greatest de- 


ficiencies, —6 degrees to —10 degrees, | 


over the Gulf States from southern Texas 
eastward and northeastward. 
the week was warmer than normal, and 
markedly so in most sections. From the 
Mississippi Valley westward to the 
Rocky Mountains plus depariures from 


the normal temperature ranged from 6 | 


Jur- | e 
Dur | December was 3.5 per cent larger than | 


degrees to as much as 21 degrees. 
ing the first- part of the week below 
freezing temperatures occurred to the 


Gulf coast, except in extreme southern j 
Texas, and also well southward over the | #°°CS OF | a ; : is 
Florida Pensinsula, but subzero readings | #¢eS were harvested for grain, 4,347,000 | 
North-Central | a 
| acres were utilized for other purposes, | 


were confined to the 
States; the lowest reported was 14 de- 


grees below zero at Huron, S. D., and | 


Williston, N. D., on the 4th. 
Precipitation during the week was mod- 
erate in amount over the most of the 
Southern States and in the far North- 
west, and that very little occurred in 
other districts. Except in the Pacific 
Northwest, and in some northern Rocky 
Mountain sections, practically all stations 


ported inappreciable precipitation. 
While showers and much warmer 


weather in Southern States the latter | 


part of the week were favorablein re- 


vailing throughout the South during the 
latter part of last week and the early 
part of that just closed indicate that 
trucking interests. . 
Destroyed Boll Weevils. 
Practically all tender vegetation was 


killed and the hardier truck crops were | 


either damaged or destroyed in many lo- 


calities, while cereals, particularly oats, | 


suffered materially. The succession of 
nights with low temperatures, however, 


was probably destructive to many boll | 


weevils, 

In other sections of the 
the warmer weather of the week 
improved conditions for outside opera- 
tions, particularly in the trans-Missis- 
sippi States where corn husking, which 
had been suspended, was resumed, but 


in the Ohio Valley muddy soil delayed | 


field operations. The mild temperatures 
were also much more favorable for 
livestock interests over the great western 
grazing districts, and for increased 
dairy products in  Central-Northern 


States. The general warmth melted the | the 


| States which characterized the 1926 crop, 


snow layer rapidly over the interior 
sections of the country, and at the close 


of the weck the ground was generally | 


bare, except in the northern districts. 
The warm weather of the week re- 

moved the-snow cover from important 

grain areas and, at the close, the ground 


was generally bare over the principal | 


wheat-producing sections east of the 
Rocky Mountains. Under these condi- 
tions the wheat crop was subject to 
heaving over the eastern half of the 
belt, and complaints were received of 
unfavorable alternate thawing and freez- 
ing. In the western belt, aside from 
the need of moisture in parts of the 
upper Mississippi Valley, in Nebraska, 
and from western Kansas southward, 
conditions were generally favorable and 
the wheat crop continued apparently in 
good condition. Moisture from melting 
snow was beneficial in Missouri and 
eastern Kansas. In the more northwest- 
ern States, including Montana, Idaho, 
Oregon, and Washington, conditions re- 
mained generally favorable, with grain 
mostly well protected. In the South, 
winter cereals have suffered consider- 
ably from the low temperature, with 
many complaints of harm, especially to 
winter oats. 


Ranges Are Partly Open. 

Freezing and thawing were unfavor- 
able for clover and alfalfa in some cen- 
tral sections, and the snow was ma- 
terially decreased in parts of the Lake 
region. Livestock were able to range 
the latter part of the week in the north- 
ern Great Plains, and the ranges are 
open, or partly so, in the northern Rocky 
Mountain area. There was a good snow 
cover in western Colorado, with the 
ground mostly bare and thawing in east- 
ern parts. Snow was still available in 
convenient patches in most winter range 
territory in Utah, and winter ranges 


were good, with sufficient water supply, | 


in Nevada. Livestock were favored by 
the more moderate weather in most sec- 
tions, but feeding was still necessary 
rather generally. 

Heavy damage to truck crops by the 
cold wave of last week and early in this 


subnormal | 


| amounted to 89,891,000 bushels as com- 


; 3.9 per cent over the 2,234,160,000 bushels 


| acres of corn grown in 1927, the Crop 


| Board of the Department of Agricul- 





| tion, as reported on December 19, 1927, 





Elsewhere | 


| 
country | 


| crop harvested for grain is 3.9 per cent 
| larger than the quantity so harvested 


ae | 84,494, ‘Tee wer 
viving hardy truck crops that were dam- | eee Sake Wate 
aged by the recent freeze, late reports on | 
the unseasonable low temperatures pre- | 


: ; ; | vield of silage corn 
serious damage was sustained by winter | ; e 


| tons in 1926. 
; tons of silage were harvested, and in 





| four 


' an unusual 


| this season an unusually heavy propor- 
| tion 





| culture has just announced. 
| spectors condemned 8,499 head. 


| 


| Lake Okeechobee, including some favor- 





Wheat Stocks Decline 
In First Week of Year | 
Commercial wheat stocks in store and 


afloat at United States markets at the | 
close of the week ended January 7 


pared with 91,962,000 bushels for the 
preceding week, the Bureau of Agricul- 
tural Economics stated January 9. 

Other grains at United States markets 
totaled as follows: Corn, 30,335,000 
bushels; oats, 23,410,000 bushels; rye, 
3,226,000 bushels; barley, 4,813,000 
bushels, and flax, 3,809,000 bushels. ; 

Canadian grain stored in bond in 
United States markets amounted to: 
Wheat, 33,832,000 bushels; oats, 553,000 
bushels; rye, 715,000 bushels; barley, 
1,851,000 bushels, and flax, 17,000 
bushels. i 

United States grain stored in Canadian 
markets _ totaled: Wheat, 3,508,000 | 
bushels; corn, 1,880,000 bushels; oats, 
626,000 bushels; rye, 893,000 bushels, 
and barley, 43,000 bushels. 


Corn Crop Harvested 
For Grain Estimated 


Proportion Is Greater in Vol- 


ume and Acreage Than in 
Season of 1926. 


Corn harvested for grain in 1927 
amounted to 2,320,343,000 bushels of the 
total estimated crop of  2,786,288,000 
bushels, according to an estimate just 
issued by the Crop Reporting Board, De- 
partment of Agriculture. 

The 1927 figure represents a gain of 





so harvested in 1926, Of 98,914,000 


Reporting Board states that 83,512,000 


The report on corn utilization follows | 
in full text: | 
It is estimated by the Crop Reporting | 


ture, that if the total 1927 corn crop of 
2,786,288,000 bushels equivalent produc- 


about 2,320,343,000 bushels were actually 
harvested for grain (husked, snapped, or 
shredded). This compares with 2,234,- 
160,000 bushels harvested for grain in 
1926, 2,446,307,000 bushels in 1925, and 
1,900,204,000 bushels in 1924. 

The estimated quantity of the 1927 


in 1926; the equivalent production on 
total acreage for 1927 as reported in 


in 1926, | 
It is estimated that, of the 98,914,000 
acres of corn grown in 1927, 83,512,000 


Corn 





acres were cut for silage, and 11,044,000 
including hogging down, grazing and 
forage. 

The acreage harvesied for grain in | 


; 1927 was practically the same as the 


83,526,000 acres so harvested last year. 
The acreage cut for silage is 4 per cent 


larger than the 4,184,000 used for silage | 
| last year, but the acreage used for other | 
| purposes is 8 per cent less than the 12,- 


: 003, ‘ ‘ st year. . 
over the western half of the country re- | ae eee se wand tant yuan 


In 1925, 86,539,000 acres were har- 
vested for grain, 3,862,000 for silage, and | 
10,955,000 acres were hogged down, | 
grazed, or used for forage. In 1924, 
harvested for } 
grain, 4,425,000 for silage, and 11,944,- | 
000 for other purposes. 

Production of silage in 1927 is esti- | 
mated at 30,312,000 tons as compared | 
with 2,753,000 tons in 1926. Average | 
was 6.97 tons in 





1927 per acre as compared with 7.11 
In 1925, about 31,540,000 


1924, about 28,677,000®tons. | 
The average yield per acre of corn | 
harvested for grain in 1927 was 27.8 | 
bushels, as compared with 26.7 bushels 
in 1926. The smaller proportion of the | 
acreage of corn utilized for grain in the | 
North Central and North Atlantic States, 
where yields are higher than the United | 
States average, makes the United States | 
yields of corn for grain slightly lower 
than the equivalent yield on total acre- 
age. The equivalent yields on _ total | 


| acreage as reported in December were 


28.2 bushels in 1927, and 27.0 bushels in | 
1926, 

The distribution of the corn crop for 
grain has varied greatly during the past | 
years. The 1927 corn crop har- 
vested for grain was characterized by | 
geographical distribution. | 
The relatively ample local production in | 
South Atlantic and South Central 


have been repeate’ in 1927. 
The West North Central States have 


of the total United States crop, 
while in the East North Central States, 
the proportion is the lowest in years. 

The 1925 crop was the larges: during | 
the past four years with a most unusual 
concentration in the East North Central | 
States but a small crop in the South 
Central States. 

The 1924 crop was not only a small 
crop but less than the usual propor- 
tion was produced in the East North 
Central States. | 


Fewer Cattle Slaughtered 
Under Federal Inspection 


Cattle slaughtered under Federal in- 
spection in November numbered 881,483 
head as compared with 946,759 for No- 
vember 1926, the Department of Agri- 
Federal in- 


According to the statement, calves | 
slaughtered amounted to 410,765 head, 
swine 3,688,439 head, and sheep and 
lambs 1,070,361 head. Of these totals, 
the number condemned was, respectively, 
815 head, 12,853 head and 1,889 head. 

The average live cost per 100 pounds 
was reported by the Department as fol- | 
lows: Cattle, $8.76; calves, $10.29; swine, 
$9.01, and sheep and lambs, $12.37. 





week occurred from Texas to southeast- 
ern Virginia. The freeze was reported | 
as killing all but hardy truck in Florida, | 
except for limited coastal areas south of 


ably located districts in the interior. 
Citrus fruits in this State were frozen 
or seriously damaged in northern in- 
terior portions, except where artificially 
protected or favorably located, or in 
coastal districts; old groves were appar- 
ently not. damaged, but some defoliation 
is expected. Citrus was apparently only 
slightly damaged elsewhere in the South, 


| freezes 


| crop 
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Weather During 1927 
Warmer Than Usual 


Precipitation Also Above Nor: | 


mal, Weather Bureau States 


[Continued from Page 1.] 
so in many sections. Below normal tem- 


peratures were reported only along the | 
| northern border of the country between | 


the Lake region and Rocky Mountains, 
except for a few isolated localities else- 


where. The average yearly temperatures | 
| for first-order stations indicate that the 


country, as a whole, was about 1 degree 
warmer than normal, with 156 of the 179 
reporting station having above-normal 
warmth. 
Precipitation Above Normal. 
Precipitation for the year was above 
normal over most of the country, and 


| was unusually plentiful in the great in- 
| terior agricultural districts. The yearly 


totals were below normal in most 


of the southeastern and Atlantic coast 
districts, parts of the western lake region, 


much of the Southwest, and more locally 


in Pacific coast sections and North-Cen- | 


tral States. Elsewhere the amounts were 
above normal generally. 
The growing season was longer than 


; normal nearly everywhere, being nearly 
| a month longer than usual over consider- 


able sections, and with only limited and 
widely scattered areas having a growing 
season shorter than normal. For 


reports indicate that crops had, this year, 
a growing season 11 days longer than 
the average, with 80 per cent of the sta- 
tions showing plus departures 
normal length. 


Generally Favorable for Crops. 


The year 1926-27 in the Southern 
Hemisphere and 1927 in the Northern 


| Hemisphere had been widely advertised, 


through the press of the country, and 
otherwise, as a period fraught with 
menace to the peoples of the world, be- 


causethere was to be great and wide- | 


spread destruction of crops by adverse 


| weather. 


This, it was alleged, would be so dis- 


astrous as to at least threaten the worid | 
| with famine. 


In the United States 1927 
was to be cold and dry, with a very short 
growing season, and summer frosts and 
widely destructive to crops. 
None of these calamities occurred, aS 
damage, in general, by adverse 
weather was not greater than in many 
other recent years. 


Summer frosts were reported locally | 
| from the more northern States, but such 
; conditions are usual and occur 
| every year. ‘ 
ported from as far south in 1927 as in| 


nearly 
In fact, they were not re- 


recent past years. : 
Crop yields afford a good indicator of 


the season’s weather, for, when the latter | 


presents marked abnormalities they are 
always reflected in production. Official 
reports on agricultural returns for 1927 


the | 
country, as a whole, first-order station | 


from | 
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| show that the composite yield for 24 
i principal crops of the United States, in- 


grain sorghums, cotton, tame hay, wild 
| hay, clover seed, beans, peanuts, pota- 


sugar beets, broomcorn, hops, and seven 
truck crops combined, was about 7 per 


| cent above the 10-year average yield. 


In addition, late’ reports of the De- | 


partment of Agriculture show a world 
production of the seven principal feed 
and food crops, including wheat, rye, 
barley, corn, oats, potatoes, and sugar 
beets, more than 5 per cent above the 
| average for recent years. : 
Thus, crop returns for the year fully 
substantiate statements made in this Bul- 
letin, from time to time during the grow- 
ing season, that, notwithstanding certain 
| harmful weather conditions, including 
damage to fruit by spring frosts, ab- 
normally heavy rains, and unprecedented 
floods in parts of the interior agricul- 
| tural districts, the prevailing weather 
was not markedly adverse to crop growth 
when the general situation for the entire 
country, and for all crops, is considered, 
December Colder Than Normal. 
December, in contrast to the three 
preceding months, was colder than nor- 
mal over much the greater portion of 
| the country. Temperatures for the month, 
as a whole, were slightly above normal 


in the far Southwest, while they were 
only slightly below normal in most Gulf 
sections. 

Between the Lake region and Rocky 
Mountains, however, the month was ex- 


from normal temperatures ranging from 
8 degrees to as much as 19 degrees. Sev- 


December temperature of record, though 

no minimum records were broken. 
Precipitation for the month was above 

normal quite generally east of the Mis- 





sissippi River, except in the extreme 
Southeast. It was also above 
in many sections between the Lake re- 


| gion and Rocky Mountains, most western 


mountain districts, and in much of the 
west Gulf area. It was markedly de- 
ficient in the Southwest from western 
Kansas southward and southwestward, 
while many stations in the Pacific coast 
area reported below normal amounts. 


Plans for Two Bridges 
In New Jersey Approved 


Approval has been given by the De- 
partment of War to the building of a 


bridge over the Kill Van Kull, near Bay- | 
| onne, N. J., and over the Delaware River 


at Palmyra, N. J., according to an an- 


| nouncement by the Department of War, 


January 17, which fo!lows in full text: 
The Assistant Secretary of War, Col- 
onel Hanford MacNider, has approved 
the following: 
1. Application made by the Port of 
New York Authority for approval of 


: ° | 
cluding corn, winter wheat, spring w heat, | 
oats, barley, rye, buckwheat, flax, rice, | 


toes, sweet potatoes, tobacco, sugar cane, | 


; commerce, 
| dle practically all hay and straw coming 


| sioner 
in the more eastern States and locally 


tremely cold, with minus temperatures | t 
| in error of due process and equal protec. | 


eral stations reported the lowest mean | 


normal | 





Hay Dealer Claims 
Interstate Status | 


Missouri Regulations Are Chal- 
lenged in Supreme Court 
An Act of the Missouri Legislature of | 

1925, known as the Commission Mer- | 

chants Act, was challenged as unconsti- 


; tutional in argument, January 10, before 


the Supreme Court of the United States. 


| The hearing was on the case of Arnold | 
| ete, et al., v. Hanna et al., No. 


155, in 
error to the Supreme Court of the State 
of Missouri. 

It was contended by plaintiffs in error 
that the wholesale carload hay and straw 
business conducted by them is interstate 
It was alleged that they han- 


to the Kansas city market, and that 
less than 5 per cent thereof originates 
in Missouri and is intrastate commerce. 

It was argued that the Act places 
burdens on interstate commerce in that 
it requires a license fee, and that the is- 


the giving of a bond. It was also al- 
leged that the Act seeks to regulate the 
business in certain invalid particulars, 


given arbitrary 
rights with reference to ledgers, books, 
accounts, ete. 
that the burdens placed upon interstate 


is 


commerce by the Act are not merely in- | ., ; : mY . 
| Nordlinger, et al., the Customs Court, in 


cidental but are direct. 
Plaintiffs in error also take the posi- 


7 
O an FEB|MAR 


| suance of the license is contingent upon | 


; and that the State Marketing Commis- | 
inquisitional } 


It was further contended | 
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Higher Customs Rate 


On Searfs Is Upheld 


and Almond Substitute 


Nw York, Jan. 11.—Overruling a pro- 
test of the Syndicate Trading Company, 
the United States Customs Court finds 
that imported scarfs, composed of wool, 
valued at more thax $4 per pound, were 
correctly assessed at 45 cents per pound 


| and 50 per cent ad valorem under para- 


graph 1115, Act of 1922. Claim was 
made for duty at 45 per cent and 30 
cents per pound under paragraph 1115 
as valued at not more than $4 per pound. 
Judge Brown affirms the higher rate. 
(Protest No. 226458-G-29667-26). 
Cherries, pitted, sulphured and in brine 
are dutiable, the United States Customs 
Court has just+ruled, at 2 sents per 
pound under paragraph 737, Tariff Act 
of 1922. Protests of the American Trad- 
ing Company, et al., against the Col- 


lector’s assessment at 40 per cent ad | 


valorem, under the same paragraph, are 

sustained in an opinion by Judge Waite. 

(Protests Nos. 217966-G-9954-25, etc). 
Sustaining protests of Steinhardter & 


| an opinion by Judge Waite, rules that 


tion that the Act deprives the plaintiffs | 


tion of the laws, 
For the defendants in error it is con- 


tended that.the plaintiffs in error are not | 


engaged in the interstate commerce and 
that interstate commerce is affected by 


| the Act only indirectly. It is argued that 


State regulation of commission merchants 
is a regulation cf persons engaged in a 
distinct business and is not a direct regu- 


| lation of interstate commerce. 


It is also contended that plaintiffs in 
error are denied neither due process or 
equal protection of the laws. ' 

Charles M. Blackmar argued the case 
for the plaintiffs in error (Haff, Meser- 


certain so-called almond substitute, con- 
sisting of peanuts which have been 
shelled and sliced, is dutiable at 35 per 
cent ad valorem, under paragraph 759, 
rather than at the rate of 4 cents per 
pound under paragraph 757. (Protests 


| Nos. 200538-G-44753-26, etc). 


Argentine Wool Exports 
Increase in Past Year 


Argentine wool exports for the first | 


| nine months of 1927 exceeded those for 


| the whole year of 1926, the American | 
Embassy at Buenos Aires reports in ad- | 


vey, Michaels, Blackmar & Newkirk on | 


the brief). 
further arguments. North T. Gentry 
and Smith B. Atwood appear on the brief 
for the defendants in error. 


Kill Van Kull, near Bayonne, N. J., under 
authority of an act of Congress ap- 
proved March 2, 1925. 

2. Application made by the Tacony- 


The Court declined to hear | of Commerce. 


vices just received by the Department 
Following is the full text 
of the report: 


During the first nine months of 1927 | 
from Argentina | 


there were exported 


; 132,800 tons of wool, as compared with 


| 123,000 tons shipped during the entire | 


Palmyra Bridge Company of Palmyra, | 


N. J., for approval of revised plans of 
a bridge to be constructed over the 
Delaware River at Palmyra, N. J. The 
revised plans provide a change in the 
vertical clearances at the fender lines 
undez the closed bascule from 50 feet 
6 inches on the Pennsylvania side and 


year 1926. 
Exports to the United States and to 
France during this period were 10,500 


tons and 31,700 tons, respectively, being | 
smaller than the 1926 shipments when | 
this country received 15,300 tons, and | 


France 35,600 tons, the report states. 
On the other hand, exports to England 


and Germany were 40,000 tons and 26,- | 


800 tons, respectively, during the nine 


months in comparison with 26,900 tons | 


and 25,100 tons, respectively, sent out 


plans of a bridge to be constructed over | 45 feet 6 inches on the New Jersey side, j during 1926, 


| December Volume 


_ Of Retail Trade Set "4 
New High Record 


Department Stores, Mail Or 
der Houses, and Ten-Cent 


Chain Stores Shared 
in Increase, 


u 
° ” 

Retail trade set a new record in volum@ 
in December, 1927, according to an an« 
nouncement January 10 by the Federal 
Reserve Board. 

The Board’s report showed that sales 
of department stores were higher in 10 
of the 12 Federal Reserve Districts than 
in December a year ago, and that the - 
average for 437 department stores was 1 
per cent higher in December, 1927, than 
in the preceding December. Following is 
the full text of the Board’s statement: 

Preliminary reports from retail firms 
reporting to the Federal Reserve System 
indicate that the volume of retail trade 
in December, 1927, was larger than at 
any previous time, 


Mail Orders Gain Most. 





i mail 
| larger. 
| chain stores were 10 per cent larger than 





Sales in December of 437 department } 


| stores were 1 per cent larger than in? 


December of last year and sales of two 
order houses were 12 per cent 
Sales of eight five-and-ten-cent’ 


in December, 1926, but sales of those 
firms reflect growth in the number of 


| stores as well as changes in the volume 


of trade. 
Reports from department stores by, 
Federal reserve districts indicate slightly, 


| larger sales than a year ago in all sec- 
| tions except in the Boston and Philadel- 


phia districts, where sales were smaller, 


; and in the Minneapolis district where 


they were approximately the same as 
in December, 1926. The largest in- 
creases, amounting to 3.8 per cent and 
5.4 per cent, were in the New York and 
Chicago districts. Of the total number 
of department stores reporting for the 
country as a whole, 227 reported larger 
sales while 209 showed declines. 


Sales Larger for Year. 
For the year 1927 as a whole sales 
of reporting department stores averaged 


| 1.6 per cent larger than in 1926, those 
; of mail order houses about 5 per cent 


larger, and those of five-and-ten-cent 
chain stores were 10 per cent larger. 
Percentage changes in dollar sales be- 
tween December, 1926, and December, 
1927, are given in the following table: 
Boston .... —0.7 
New York +3.8 
Philadelphia ......ees —3.5 
Cleveland .. +08 
Richmond +0.9 
Atlanta sseccecceeess » +Eey oe 
Chicago scoccccvesezsconce “tom 
St. Louis +2.6 
or ccccceseceosos. eS 
<ansas Cit 3. 
Kansas y. Tit 
+0.7 | 


; ¥ 

Totti... sssvsseecepermen cen ‘, 
Mail order houses +12.1 (2 houses 
five-and-ten-cent stores 10.2 (8 chains), 


ee eeeeeerreesee 


sees eeeeeeeretee 
cer ererers cores, 


San FranciscO seescessests, 


Slack Trade Prevails — 


Over Central Chile | 


Slight Activity in North and 
South Is Reported 
Although reports from oth the 


northern and southern regions of Chile 
appear to indicate a further slight im- 





| Decisions Also Affect Cherries | 


provement in merchandising conditions, 
with a more optimistic spirit prevailing, 

trade in the central section continues to 
be extremely dull, the American Com- 

mercial Attache at Santiago, Ralph H. 

Ackerman, has cabled to the Department 
of Commerce. 

The report follows in full text: 

Rates of commercial banks now range 
from 8 to 91% per cent, depending upon 
competition, the status of the client, and 
the guarantees offered, although in 
early December transactions were re~ 
corded with interest rates as high as 12 
per cent. 

According to statements of the Super- 
intendent of Banks, an increase in loans 
of 18,000,000 pesos (approximately $2,- 
300,000) took place from the middle of 

| August to the end of November. This 
' inerease is probably due to loans to 
farmers for crop financing, as merchants 
and manufacturers have consistently, 
éomplained of difficulty in securing ade- 

quate banking facilities. 3 

Total stock exchange transactions dur- 

| ing December declined sharply, sales of 
stocks and bonds being less than at any- 
time during the year, and prices showed 
slight recessions from the November 
levels. aa 

Nitrate sales continue fairly active, 
according to reports. Several large 
transactions have been effected at ape. 
proximately 17 shillings per metric quite 
tal on orders for shipment during the 
| first quarter of 1928, Fifty-six oficinas 

in Operation at the end of November 
| produced 2,100,000 quintals, as compare: 

to 1,892,000 quintals produced by 46 ofi« 
cinas operating at the end of October. 

Exports of nitrate during November 

| amounted to 2,700,000 metric quintals, 
| a slight increase over exports during 
October, which amounted to 2,612,000 
quintals, and an increase of 400,000 quin- 
tals over exports during November, 1926, 

World stocks of nitrate were estimated 
at 14,100,000 metric quintals on Novem- 
ber 30, as compared to 17,988,000 quin- 
tals on October 31, and to 18,700,000 
quintals on November 30, 1926, ‘| 
Modification Suggested 

Of Raritan Bay Project 

The deepening of the channel of the 
Raritan Bay, N. J., to 25 feet and its 
| widening to 300 feet has been recomes 
mended by the Chief of Engineers, ace 
cording to recent announcement by the 
Department of the War, which follows 
in full text: 

The Chief of Engineers has forwarded | 
to the Secretary of War, for transmis- 
| sion to Congress, a report on “Prelim- 
inary examination of Raritan Bay and 
Raritan River, New Jersey,” recommend- 
ing modification of the existing project 
so as to provide for a channel 300 feet 
wide and 25 feet deep at mean low water, 
extending from the turn in New York and + 
New Jersey channel near Great Beds 
Light to deep water above the bridge of 
the New York and Long Branch Division 
of the Central Railroad of New Jersey, 
at an estimated cost of $173,000, with 
| $10,000 annually for maintenance, 
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"New Procedure Suggested in Obtaining 
_. Approval for Railway Reorganizations 


Only Two Courses 
Open in St. Paul Case 


Exercise of Best Judgment by 
I. C. C. Found to Be 
Hampered. 


A changed method of procedure for 
ealing with railroad reorganization 
Jans in the future is suggested by the 


nterstate Commerce Commission in its | 
Teport of its investigation of the affairs | 


of the Chicago, Milwaukee & St. Paul 
Railway, No. 17021 on the Commission’s 
docket just made public. 

The suggestion was in connection with 
the Commission’s report authorizing a 


reorganization of the St. Paul by a new | 
St. | 
Binancs | and oral argument had. 


company, the Chicago, Milwaukee, 
Paul & Pacific Railroad, in Fi 
Docket No. 6240, and a termination of 


the largest receivership in railroad his- | 


tory. 
It is deemed desirable, the report says, 


that hereafter in each case of reorgan- | 


ization, application by the new company 


be made at an early stage for exercise | 


of the Commission’s authority to approve 


Gssuance of the securities or assumption | 


of the liability contemplated by the re- 
organization, and that the plan be not 
declared operative until such approval 
has been made. 

“In the case of the St. Paul a plan of 
reorganization was prepared, was sub- 
mitted to security holders, and after 
many months of negotiation approved by 
them; it was presented to the court hav- 
ing jurisdiction and approved by that 
court, and only after all these steps had 
been taken was it presented to us for 
approval of the securities proposed to 
be issued thereunder, according to the 
law. 

“The effect was that 
fronted with two alternatives. The first 
was to approve in toto the securities 
proposed to be issued; the other to re- 
ject them in tot * in the nature of 
the case for us to require any real modi- 
fication of the plan in this respect would 
void all the eements made between 
security-holders and compel the nego 
tiation of new agreements with the like- 
lihood of considerable additional delay 
and expense in taking the railroad out of 
receivership and restoring it to control 
of those interested therein. It seemed 

- to a majority of the Commission that 
the first dlternative better served the 
major public interest. despite the obvi- 
ous shortcomings of the structure repre- 
sented by the securities for: which the 
application was made. We should not, 
however, have been forced to make a 
choice of this sort.” 


we were con- 


ag 
ag 


Decision Permits 
Issue of Securities 

Reorganization of the 11,000-mile rail- 
road system is provided for in the Com- 
mission’s decision in Finance Docket No. 
6240, which is dated as having been 
decided on January 4, which permits the 
acquisition and operation of the prop- 
erties of the old company by the new 
company and the issuance of the new 
securities proposed, with the exception 
of general mortgage 5\per cent bonds, 
the issuance of which }s deferred for 
consideration on another ‘application. 

The various issues of securities were 
proposed in the plan worked out by the 
yeorganization managers, Kuhn, Loeb & 
Company, and the National City Com- 
pany, in which a majority of the Com- 
mission finds defects as compared with 
an “ideal” plan, but which it considers 
preferable to further delay before the 
receivership could be lifted. 

Four of the commissioners, in dissent- 
ing opinions, express the be t that ap- 
proval should have been wi Id pend- 
ing the formulation of a n plan, and 
Commissioner Eastman outlined an al- 
ternative plan. 

The report in No. 17021, the investiga- 
tion case, finds that the construction of 
the St. Paul’s Pacific Coast extensic 
“was, perhaps, the chief of the cause: 
which finally culminated in the receiver- 
ship of the St. Paul.” The general con- 
clusions of the report were published in 
the issue of the United States Daily of 
January 11. 

Following is the principal part of the 
text of the report in the reorganization 
ease, Finance Docket No. 6240, omitting 
the detailed description of the reorgan- 
ization plan. 

Application Opposed 
By Intervening Petition 

The Chicago, Milwaukee, St. Paul & 
Pacific Railroad Company, hereinafter 
called the applicant, a corporation or- 
ganized for the purpose of engaging in 
transportation by railroad subject to the 
Interstate Commerce Act, by its appli- 
cation filed on April 12, 1927, has applied 
(1) under paragraph (18) of section 1 
and other applicable provisions of the 
act for a certificate that the present 
and future public convenience and neces- 
sity require the acquisition and opera- 
tion by it of the lines of railroad for- 
merly of the Chicago, Milwaukee & St. 
Paul Railway Company, 
called the St. Paul; (2) under paragraph 
(2) of section 5 of the act to acquire 
control either solely or jointly, as such 
control now exists, by acquisition of the 
éapital stock and/or by lease of the car- 
riers now controlled by’ the St. Paul 
solely or jointly with other carriers, and 
to operate over the lines of such car- 
riers, or over tracks operated by them, 
undertrackage rights; and (3) under 
section 20a of the act for authority (a) 
to issue $106,395,096 of 50-year 5 per 
cent mortgage bonds, series A, B, or C, 
of any series, one or more, $182,873.- 
‘693 of 5 per cent convertible adjustment- 
mortgage bonds, series A, B, or C, of 
any series, one or more, $118,845,800 of 
preferred stock and such additional 
amount thereof as may be required to 
settle unsecured claims, 1,174,060 shares 
of common stock without nominal or par 
value, and from time to time additional! 
amounts of preferred stock up to $91,- 
436,900 and up to 914,569 shares of com- 
mon stock as may be necessary to effect 
the conversion of the convertible adjust- 
ment-mortgage bonds, (b) to assume ob- 
ligation and liability in respect of the 
securities shown in Appendices A and 
B; and (c) to issue St. Paul general- 
mortgage 5 per cent gold bonds, series 
D, secured under the general mortgage 
dated May 1, 1889, at any time in the 
treasury of the applicant, equal to the 
amount of expenditures not otherwise 
capitalized made by the receivers here- 
inafter mentioned after June 1, 1925, 


| miles operated 
| Included in the total mileage owned are | 


for refunding underlying bonds and for 
additions and betterments. 

An intervening petition opposing the 
application was filed on behalf of a bond- 
holders’ defense committee, consisting of 
Edwin C. Jameson, Chairman, Louis V. 
Bright, Joseph S. Frelinghuysen, Leroy 
W. Baldwin, and Thomas Read, herein- 
after called the Jameson Committee. A 
hearing was had beginning July 6, 1927. 
A committee representing certain hol- 
ders of preferred and common stock 
known as the Iselin Committee filed: an 
intervening petition and supported the 
application. At the hearing an appear- 
ance was entered in behalf of the State 
of Wisconsin opposing the application 
because of the terms of certain existing 


| 
| 
| 
| 


Earlier Submission 


Of Plans Is Sought 


Application for Authorization 
of Security Issues Made 
Too Late. 


transferred to the applicant all of their 


the property purchased by them upon 
the consideration, in brief, that the 


| applicant fulfill all of the obligations 


contracts for the purchase of electric | 


power. 
the granting of the 
been presented to us. 


application have 


St. Paul System 
Located in Thirteen Siates 


No other formal objections to | 


Briefs were filed | 
| those entitled to receive them, and as- | 


imposed upon them by the decree con- | 
pany v. 


firming the sale, that the applicant issue 


and deliver to the reorganization man- | 


agers the new securities provided for in 


the plan, and that the reorganization | 


managers distribute such securities to 


sign to the applicant all securities de- 
posited under the plan, together with 


| certain notes to the United States Gov- 


The lines of railroad constituting the | 


St. Paul system are located in the States 
of Idaho, Illinois, Indiana, Iowa, Mich- 
igan, Minnesota, Missouri, Montana, Ne- 
braska, North Dakota, 


Washington, and Wisconsin. The total 


| of 
South Dakota, | 


mileage is approximately 11,200 miles, | 


consisting of 10,230.84 miles owned, 


361.81 miles held under lease, and 608.41 | 


urider trackage 


109.6 miles in which an undivided one- 
half interest is owned by other com- 
panies. 

The properties of the St. Paul were 
placed in receivership on March 18, 1925, 
in a creditor’s suit in the District Court 


of the United States for the Northern 


rights. | 


ernment amounting to $55,000,000, and | 


all claims of general creditors. The de- 
tails are given in the agreement, a copy 
which is filed with the applica- 
tion, * * * 


After an outline of the reorganiza- 


tion plan the report takes up the dis- | 
cussion of the issues raised by objections | 


to the plan made at the hearing and 
on argument. The full text of the dis- 


cussion and of the separate concurring 


and dissenting reports follows: 


Public Interest Jeopardized 


| Say Security Holders 


District of Illinois, Eastern Division, en- | 


titled Binkley Coal Company v. Chicago, 
Milwaukee & St. Paul Railway Company, 
No. 4696. H. E. Byram, Mark W. Pot- 
ter, and Edward J. Brundage were ap- 
pointed receivers. On June 18, 1925, the 
Guaranty Trust Company of New York 
and Merrel P. Callaway, as trustees 
under the St. Paul’s general and re- 
funding mortgage dated November 1, 
1913, filed a suit in the same court to 
foreclose the general and refunding 
mortgage. A suit was subsequently filed 
in that court by the United States Trust 
Company of New York and Edward W. 
Sheldon, as trustees under the first 
mortgage, dated January 1, 1909, of the 
Chicago, Milwaukee & Pudget Sound 
Railway Company, hereinafter called the 
C., M. & P. S. Ancillary proceedings in 
these several suits were had in other 
district courts of the United States as 
necessary. As to the transactions and 
causes precipitating the St. Paul re- 
ceivership, reference is made to our re- 
port in Investigation of Chicago, Mil- 
waukee & St. Paul Railway Company, 
£. Gi, 

By decree of foreclosure and sale en- 
tered April 26, 1926, in the District 
Court of the United States for the 


Northern District of Illinois, Eastern Di- | 


vision, in the several suits which were 
entitled Guaranty Trust Gompany of 
New York, and Merrel P. Callaway v. 


Chicago, Milwaukee & St. Paul Railway ! Mr. Thom said that no valuation of a 


Company et al., consolidated causes in 


On behalf of the Jameson Committee, | 
which, according to the committee’s peti- | 
tion to intervene, holds more than $17,- | 


000,000 of general and refunding bonds, 


it is alleged that the terms and proposed | 


issue of securities and the assumption of 


| obligations is not compatible with the 


{ 1921 there 


Kquity No. 4931, and pursuant to cer- | 


tain ancillary decrees of certain district 
courts of the United States both mori- 
gages were foreclosed, and the proper- 
ties were sold on November 22, 1926, to 
Robert T. Swaine and Donald C. Swat- 
land for $140,000,000, which sale was 
confimed by decree entered January 19, 
1927. The properties were sold subjeci 
to the lien of certain mortgages and 
equipment trusts under which there were 
outstanding or have subsequently been 
issued an aggregate amount of $163,- 
398,460 of securities. 

_ [Then follows a description of the 
financial structure of the old company]. 
Committees in Behalf 

Of Security Holders 

Coincidently with the receivership, 
committees were organized to represent 
the interests of the various classes of 
security holders affected thereby. Three 
committees were formed, one known as 
the bondholders’ protective committee. 
representing the holders of general and 
refunding bonds and C. M. & P. S. 
bonds, one representing the holders of 
preferred stock, and one representing 
the holders of common stock. 

After the promulgation of the plan 
and agreement for the reorganization 
of the St. Paul hereinafter described, 
three other committees were formed, 
being known as the Roosevelt and Jame- 
son committees, representing bondhold- 
ers, and the Iselin committee, repre- 


| senting certain holders of preferred and 
| common stock. 


These latter committees opposed the 
plan and agreement as first presented, 
but after certain modifications had been 
made therein the Roosevelt and Iselin 
committees withdrew their opposition 
and gave their support to the plan, but 
the Jameson committee has continued 
in its objections. 

_ Kuhn, Loeb & Company, and the Na- 
tional City Company were the banking 


; houses throvgh which were distributed 


Rosamiattar |-a0 the public the bonds now in default. 


It is represented that because of such 
relationship they undertook the responsi- 
bility of acting as reorganization man- 
agers in the formation of a plan for the 
St. Paul reorganization. 
Under date of June 1, 1925, the reor- 
zation Managers announced a plan 
and agreement of reorganization which 
by notice dated October 9, 1925, was 
declared effective. Because of the ob- 
jections of certain committees of 
curity holders, as above, indicated, the 
plan was modified under date of Novem- 
ber 19, 1925, 

Hereinafter the plan and agreement 
of June 1, 1925, as modified, will be 
referred to as the plan. The various 
committees representing the 
classes of bonds and stocks involved, ex- 
cept the Jameson committee, have given 
the plan their approval. * 


se- 


New Company Planned 

To Take Over Properties 

_ The plan contemplated the organiza- 
tion of a new company, the applicant 
herein, to acquire all the properties for- 
merly belonging to the St. Paul and 


; to issue for that purpose its securities 


against the transfer to it of such prop- 
erties and certain other assets. 

As has been stated, Robert T. Swaine 
and Donald C. Swatland purchased the 
properties 
under date of April 11, 1927, entered 
into agreement with the applicant 
and certain other parties named therein 


an 


several | 


at the foreclosure sale, and | 


public interest, and that if the acquisi- 
tion and operation and the issue of se- 


[Continued on Page 8 Column 1.] 


Railway Counsel Supports 
Voluntary Merger Bill 
[Continued from Page 1.] L 
railroads feel that there may be in- 
stances where a unification would elimi- 
nate competition that should be per- 
mitted if the Interstate Commerce Com- 


mission holds it to be in the public in- | 


terest. 
Senator Wheeler asked how rates can 


be reduced by consolidations when the | 
railroads are making every effort to in- | 


crease the valuations of their properties. 
Mr. Thom said he wished to call the 


Senator’s attention to the fact that since | 
been rate reductions | 
amounting to between three and four | 
Wheeler | 
said he was criticizing the increases in } 
valuation and that he thought some of | 


have 


billions of dollars. Senator 


the things going on in the Commission 


in connection with its valuations of the | 


railroads “ought to be investigated.” 
railroad has been finally passed upon 
and that the Commission is still using 
the 1914 level of prices. 

An adjournment was taken to Jan- 
uary 12, when Mr. Thom is to resume 
his testimony. 


Profits of Western Union 


Show Gain in November 


The Western Union Telegraph Com- 
pany has reported to the Interstate Com- | 


for 


as 


earnings 
1927 


its 
months 


Commission 
and 11 


merce 
November 
follows: 
November 
Gross One 
Net Oper. Rev. 
Net Oper. Ine. 
eleven mon 
Gross Oper. 
Net Oper. 
Net Oper. 


of 


Railways Oppose Increase 


In Wages for Engineers | 


[Continued from Page 1.] 


the work and responsibility of the engi- 


neer. Engineers who had testified previ- 


ously had referred to the same devices | 


to show that their responsibility was in- 
creased. 

Among the improvements or modern 
appliances mentioned by Mr. Shelton 
were feedwater heaters, electric head- 
lights, mechanical lubricators, power re- 
verse gear, outside valve gear, electric 
welding of flues which reduce the pos- 
sibility of trouble from leaky flues, and 
superheaters. 


He also said the increased amount of 


double track also relieves the engineer 
of responsibility in comparison with sin- 
gle-track operation. 

The hearing is to be continued on Jan- 
uary 12. 


January Funds 


Our Current list includes a 
carefully selected and at- 
tractively priced group of 
high grade Investment 
Bonds yielding from 3.855 
to 6.79%. 

May we send you a copy? 


Ask for folder UJ-11 


HORNBLOWER 
& WEEKS 


Established 1888 


Detroit 
Providence, 
Portland, Me. 
Pittsburgh 
Members of the New York. Boston 


Chicago, Cleveland, and Detroit 
Stock Exchanges 


Boston 
New York 
Chicago 
Cleveland ‘ 


whereby the purchasers assigned and | 


right, title, and interest in and to all | 








Rate Decisions 


Decisions on Rates 
By the 
Interstate Commerce 
Commission 


Decisions in rate cases made public 
January 11 by the Interstate Commerce 
Commission are summarized as follows: 

No. 18726.—Loose-Wiles Biscuit Com- 
pany v. St. Louis-San Francisco Rail- 
way, decided December 23, 1927: 

Rates on shelled peanuts, in carloads, 
from Norfolk and Suffolk, Va., via 
Cairo, Ill., and Memphis, Tenn., and 
from points of origin in Alabama, 
Florida, and Georgia to Kansas City and 
St. Joseph, Mo., and Atchison, Kans., 
found unreasonable but not unjustly 
discriminatory 


scribed and reparation awarded. 


No. 19780.—Cargill Commission Com- 
Director General, as agent, de- | 

| 
1 ‘ ‘ »., | Co. as a producer of the heavier lines of 
Charge for the reconsignment at Will- . J 


cided December 23, 1927: 
mar, Minn., of a carload of oats origi- 
nating at Irene, S. Dak., found inappli- 
cable. Reparation awarded. 

Claim covering similar charge on a 


carload of corn found barred from fur- | 


ther consideration. 


No. 18974.—Chicago, Wilmington & | 
Chicago, | 


Franklin Coal Company v. 
Burlington & Quincy Railroad Company 
et al., decided December 31, 1927: 

Rate on a carload of bituminous stove 
coal from Orient, IIL, to Elroy, Wis., 
diverted to Eau Claire, Wis., found un- 
reasonable. Reparation awarded. 

No. 19229.—Federated Metals 
poration v. Pennsylvania Railroad Com- 
pany, decided December 31, 1927: 

Rates on brass and copper ingots and 


| bars, in carloads, from East Liberty, 
| Pa., to Steubenville, Dover, Youngstown, 
| and Bellaire, Ohio, found not unreason- | 


able. Complaint dismissed. 
Investigation and Suspension Docket 


No. 2971.—Borate from Amargo, Calif., | 
to Texas Gulf ports, for export, decided | 


December 31, 1927: 


Proposed reduced rate on borate from | 


Amargo, Calif., to Texas gulf ports, for 
export, found justified. Order of sus- 


| pension vacated. | 
No. 18974.—Chicago, Wilmington & | 
| Franklin 


Coal Company v. Chicago, 
Burlington & Quincy Railroad Company 
et al., decided December 51, 1927: 

Rate on a carload of bituminous stove 


coal from Orient, Ill., to Elroy, Wis., | 
diverted to Eau Claire, Wis., found un- | 


reasonable. Reparation awarded. 


New Issue 


or unduly prejudicial. | 
| Reasonable rates for the future pre- 


Cor- | 


Electrical Industry 


AutHorizep STATEMENTS ONLY ARE PRESENTED HeReIN, BEING 
PuBLISHED WITHOUT COMMENT BY THE UNITED STATES DAILY. 


Competitive Conditions Are Reviewed 


For the more important units of elec- 
tric power equipment the General Elec- 
tric Company’s proportion is larger, 
representing for the Census years 1919, 
1921 and 1923 from 46.9 to 51.6 per cent 
of the value of all generators; from 52.2 
to 58.3 per cent of the transformers; 
| from 34.2 to 42 per cent of the motors, 
and from 32 to 45.1 per cent of the con- 
| trol apparatus. 

These percentages measure roughly 
the importance of the General Electric 





power equipment. Prior to 1925 the 
three largest companies were the Gen- 
| eral Electric Co., the Westinghouse Elec- 
tric & Manufacturing Co., and the Allis- 
Chalmers Manufacturing Co. 

In 1925 the American Brown Boveri 


pany manufacturing under American 
and foreign patents and technical in- 
formation, was organized, thereby add- 
ing a fourth company to the group. The 
Brown Boveri company acquired several 
important manufacturers of trans- 
formers, switches and electric railway 
equipment. 


Percentage of Returns 


| On Business Transacted 


During the five-year period, 1922-1926, 
the rate of profit of the General Electric 
Co., before deducting Federal income 
taxes, ranged from 11.2 per cent to 16.2 
per cent. Considering only the earnings 
on its investment in the electric manu- 
facturing business (i. e., excluding out- 
side investments) the rates of return 


| during the same period ranged from 14.3 
| per cent to 22.8 per cent. 


The profits of other electrical com- 
panies were not obtained for this period, 





but for 1924 financial reports were re- 
ceived from 79 companies engaged to a 
greater or les$ extent in the manufac- 
ture of goods used by the electric power 
industry. 


Electric Corporation, a domestic com- | 





| chiefly 


As Found in Electric Equipment Industry 


Federal Trade Commission Completes Report of Investi- 
gation to Be Submitted to Senate. 


[Continued from Page 1.] 


gregate total investment of about $490,- 
000,000 was 9.6 per cent in 1924 as com- 
pared with 15.1 per cent for the General 
Electric Co., thotgh some of these com- 
panies, individually, had higher rates of 
return than the General Electric Co. 

The inquiry respecting competitive 
conditions in the manufacture and distri- 
bution of electric power equipment was 
limited to those lines such as genera- 
tors, transformers, motors, switches and 
switch gear, station equipment and line 
materials, that are essential to the pro- 
duction and _ distribution of electric 
energy. Prior to 1925 the manufacture 
of such equipment was carried on partly 
by the thre large companies mentioned 
above, generally known as “full-line” 
companies, manufacturing practically all 
kinds of power equipment, and partly by 
a large number of smaller “short-line” 
companies confining their production in 
some cases to a single kind of equipment. 

The prices of these large companies 
are regarded in the trade as maximum 
levels above which the other compara- 
tively small manufacturers generally 
cannot hope to sell. It is also the gen- 
eral belief among these comparatively 
small manufacturers that the large com- 
panies compete actively in price, quality 
and service. 

Some small manufacturers stated that 
although the large companies undoubt- 
edly have the power to crush them by 
price competition this power has not 
been used in recent years. It was stated, 
however, by certain small manufacturers 
of fractional horsepower motors that in 
recent years prices have been reduced to 
levels at which they have been unable to 
compete. Many small manufacturers, on 
the other hand, stated that the small 
companies rather than the very large 
ones are their sharpest price competi- 
tors. 

The general opinion among the many 
small manufacturers called upon was 
that the General Electric and Westing- 
house companies dominate the trade 
because of their 


financial re- | 
The average rate of return | sources, country-wide distribution and | 


for these companies (which had an ag- | service organizations, and control of | 


$7,500,000 


Seaboard Air Line Railway Company 
Three-Year 5% Secured Notes, Series A 


To mature February 1, 1931 


To be dated February 1, 1928 


These Three-Year 5% Secured Notes, Series &, are to be presently issued and outstanding in the principal amount of $7,500,000; principal 
and interest to be payable in United States gold coin at the principal office of Dillon, Read & Co., Paying Agent, New York City; 
interest payable February 1 and August 1, without deduction for Federal Income Tax not exceeding 2% per annum; the indenture is to 
contain provisions for refund of the Pennsylvania and Connecticut personal property taxes not exceeding 4 mills pe annum each, Mary- 
land securities tax not exceeding 414 mills per annum, and Massachusetts tax measured by income not exceeding 6% per annum; to be 
coupon notes in denomination of $1,000, registerable as to principal only; to be redeemable as a whole, or in part by lot, at any time, on 
thirty days’ notice, at 101 and interest, to and including February 1, 1929; at 10014 and interest, thereafter to and including February 1, 
1930; and at 100 and interest thereafter. Notes to be authorized $15,000,000 principal amount; in addition to the above $7,500,000 prin- 
cipal amount, additional Series A notes and/or notes of one or more other series may be issued up to such authorized amount, as to be 
provided in the indenture. The National Park Bank of New York, Trustee. 


Trade Practices 


many of the largest wholesalers. The 
elements in the competition of the large 
companies that are most difficult for the 
small manufacturers to meet are the 
lump-smu bid, the quantity discount, and 
the consignment of motors. There was 
some complaint of oppressive patent liti- 
gation, but no substantial evidence has 
been obtained on this point. 


Purchases Based 
Upon Preferences 

Preference for the equipment of one 
manufacturer over that of another, be- 
cause of previous installations, plays an 
important part in the purchasing of 
some power interests, but, in general, 
power companies secure competitive 
bids and appear to purchase their equip- 
ment from the lowest bidder, other con- 
ditions as to guaranteed efficiencies, 
times of delivery, etc., being satisfac- 
tory. Some large power groups distrib- 
ute their purchases among different man- 
ufacturers for the specific purpose of 
maintaining competition. 

Several manufacturers stated that 
prior to 1925 they were unable to sell 
to companies affiliated with the Electric 
Bond & Share Co., which was then con- 
trolled by the General Electric Co. 
Executives of the Electric Bond & Share 
Company stated that the company’s 
policy had always been to purchase from 
the General Electric Company, only in 
case the latter’s prices and terms were 
at least as favorable as those of other 
companies. 

A study of the generators in use dur- 
ing 1925 in the plants of companies af- 
filiated with the Electric Bond & Share 
Co., however, showed that foy specified 
five-year periods within which such gen- 
erators were installed from 1905 to 1925, 
91 to 97 per cent were of General Elec- 
tric make as compared with from 60 per 
cent to 75 per cent for other privately 
owned companies not so affiliated, and 
from 36 to 44 per cent for municipal 
plants. 

The General Electric and Westing- 
house companies, through their research 
organizations, have been leaders in de- 
veloping patents, technical information 
and manufacturing experience in the na- 
ture of trade secrets that are of value 
to companies in foreign countries. For- 
eign companies likewise have patents and 
information valuable to companies in 
America. 

To be continued in the issue of 

January 13. 


oe emer —_— a ee ee 


January 11, 1928 


The following information has been summarized by Mr. Robt. I. Nutt, Chairman’of the Board of Seaboard Air Line Rail- 
way Company, from his letter dated January 10, 1928, copies of which may be obtained upon request, and is subject to the 
more complete information conlained therein: 
SEABOARD AIR LINE RAILWAY SYSTEM 
The Seaboard Air Line Railway System consists of 4,306 miles of owned and leased railroad directly operated by 
Seaboard Air Line Railway Company. In addition, approximately 346 miles belonging to subsidiary companies 
are separately operated. The lines of the System extend from Richmond, Va., through parts of North and South 
Carolina, Georgia, Alabama and Florida, with lines reaching substantially all of the important cities of the south 
Atlantic seaboard, including the capitals of six southern states, and such important ports as Norfolk, Va., Wilming- 
ton, N. C., Charleston, S. C., Savannah, Ga., Jacksonville, Tampa and Miami, Fla. The territory traversed by 
the System is one of the most productive sections of the South, including citrus fruit and vegetable areas, cotton 
and tobacco districts and also many important manufacturing sections. 
Since the extension of the main line of the Seaboard System to West Palm Beach (Palm Beach) and Miami, Fla., 
it is the only railway system operating through trains over its own rails from Richmond to Miami and other points 
on the lower east coast of Florida. 
The Seaboard Air Line Railway System has the only through line of railroad across the state of Florida to West 
Palm Beach, Miami, and other lower east coast points. Washington, D. C. is reached over the lines of the Rich- 
mond, Fredericksburg & Potomac Railroad, in which Seaboard Air Line Railway Company has an interest. 
SECURITY] 
The notes, in the opinion of counsel, are to be the direct obligation of Seaboard Air Line Railway Company. In 
respect of the $7,500,000 principal amount of Series A notes presently to be outstanding, there are initially to be 
pledged with the trustee under the indenture an aggregate of $10,000,000 principal amount of bonds, consisting 
of not less than $6,000,000 principal amount of Seaboard Air Line Railway Company First and Consolidated 
Mortgage 6% Gold Bonds, Series A, due September 1, 1945; the balance to consist of Seaboard-All Florida Railway 
First Mortgage 6% Gold Bonds, Series A and/or Series B, due August 1, 1935. 
The company is to covenant in the indenture to maintain, as security for all notes from time to time outstanding, 
by pledge with the trustee under the indenture, Seaboard Air Line Railway Company First and Consolidated 
Mortgage bonds and/or Seaboard-All Florida Railway First Mortgage bonds having an aggregate principal 
amount of not less than 133 1-3% of the aggregate principal amount of the notes, and is further to covenant that 
at least 60% of the aggregate principal amount of bonds from time to time pledged with the trustee shall consist 
of First and Consolidated Mortgage bonds of the company. 
EARNINGS 
Results of operations of Seaboard Air Line Railway Company, for the four calendar years ended December 31, 
1926, as reported by the company, have been as follows: 


Ended 
Dec. 31 


Railway 


Operating 
Revenues 


$52,249,110 
53,384,173 
62,864,711 
67,024,854 


Year 


1923 
1924 
1925 
1926 


Railway 


Operating 
Expenses 


$40,342,259 
41,387,634 
46,733,364 
49,253,002 


Total income 
Applicable to 
Interest 


$8,367,625 

9,933,490 
10,935,545 
12,358,646 


* Exclusive of interest on the Adjustment Mortgage (income) bonds. 


Interest 
Charges* 


$6,095,245 
6,601,413 
6,850,385 
7,604,868 


Operations of the company during the eleven months ended November 30, 1927 resulted in total income applic- 
able to interest of $9,353,788 against interest charges on the above basis of $7,823,171 for the same period. While 
such income applicable to interest declined from $11,022,792 for the corresponding period of 1926, the operating 
income of comparable railroads serving the same territory, based on their reports for the first ten months, also 


showed declines. 


PURPOSE OF ISSUE 


The proceeds from the sale of this issue are to be used to defray the cost of the acquisition of the capital stock of 
Charlotte Harbor & Northern Railway Company, for additions and betterments to the lines of the company or its 
subsidiaries, or to reimburse the company for expenditures made for such purposes, and for other corporate 


purposes. 


We offer these notes for delivery tf, when, and as issued and accepted by us, subject to approval of legal 
proceedings by counsel and subject, to the extent contemplated by law, to approval by the Interstate 
Commerce Commission. It is expected that delivery will be made on or about February 1, 1928, 
in the form of lemporary notes of the company, or interim receipts of Dillon, Read & Co. 


Price 9912 and accrued interest. To yield 5.18% 


Ladenburg, Thalmann & Co. 


Dillon, Read & Co. 





AutTHorizeD. STATEMENTS ONLY ARP PRESENTED HEREIN, BEING 
PUBLISHED WITHOUT COMMENT BY ' BY THE UNITED States Dalry. 


Banking 


Sources of Revenue 


Of Germany Show 


Continued Strength | 


Normal Precautions De- 
clared to Be Adequate to 
Preserve Balance of 
Budget. 


Although the draft budget for the 
German Reich for the coming year shows | 


that expenditures have risen to the high- 
est point since stabilization, there is 
indication of continued vitality of the 
sources of revenue, S. Parker Gilbert, 
Agent General for Reparation Payment, 
has stated in the chapter of his annual 


report for 1927 on analysis and observa- | 


tions on the German budget. 

Mr. Gilbert’s report has been received 
at the Department of the Treasury. 
Publication of the full text of certain 
sections and excerpts from other sec- 
tions was begun in the United States 
Daily on December 30 and has continued 
on successive days since. 


Excerpts from the sections dealing | 


with Mr. Gilbert’s analysis and observa- 
tions on the Reich budget follow: 


Difficulties Avoidable. 


Recent events also bear out the gen- | : 
| St. 
| Omaha 


eral observation made in the last report, 
that “if the German Government will 
take the normal precautions that are 
necessary in its own interest to safeguard 
the budget, these is no reason to believe, 
from the developments thus far, that it 
will find real difficulty in maintaining 
the necessary balance between its reve- 
nues and expenditures, including, of 
course, the payments under the experts’ 
plan.” 

Up to this time, the budget position 
ceptional increases in receipts, and it 
must be recognized that under present 
economic conditions there remains a 
much diminished margin of safety in 


this direction. The opportunity for relief | 


to the budget must now lie chiefly in 
better control over expenditure. 


In this field, there are as yet few 


tangible developments, except the reduc- | 


tion in the extraordinary expenditures 


carried in the draft budget for 1928-29. | ; 
| even for the active 


At the same time it is of the utmost 


| 
| 
| 
| 





significance that the Government of the | 
Reich in the past few weeks has made | 
repeated declarations stressing the im- | "| cs : ; 
; at administrative reform. 
lie expenditure, and stating specifically | 


portance of the strictest economy in pub- 


that ‘any expenditure that it not urgent 


or economic must be avoided” and that | 


“the period of 
penditures may 
closed.” 


high extraordinary 
be looked upon 


ex- 
as 


followed by evidences of more resistance 
to new expenditure, 
Government will now make them its 
active policy for the future the practical 


and if the German | 


results will soon begin to appear in the | 


budget of the Reich. 


Salaries to be Increased. 

Salary proposals and administrative 
reform. The proposals of the Govern- 
ment for substantial increases in the 
salaries of officials and in pensions, 
which the Finance Minister estimated 
would add 25 million reichsmarks to the 
budget of the Reich alone, are still before 
the parliament. The burden which these 
proposals involve for the budgets of the 
Reich, the States and communes, the 
Postal Service and the Railway Com- 
pany, is estimated to be between 1,200 
and 1,500 millions of reichsmarks. Ap- 
parently, the probabilities are that the 
measure will be adopted, substantially 
in accordance with the Government’s 
proposals, 

The Memorandum referred to the pro- 
posals for general increases in salaries 
and pensions as an outstanding example 
of the tendency towards constantly in- 
creasing expenditures, at a time when 
the budgets of the public authorities 
were already showing signs of strain, to 
say the least. Without, of course, ex- 
pressing any opinion on the merits of 
the proposals, the Memorandum said: 

“The salary proposals of the Govern- 
ment are noteworthy, not merely be- 
cause of the large expense which they 
entail, but even more because they have 
been made on the most sweeping basis, 
and in the way most likely to bring 
serious consequences for the general 
economy of the country. They are ap- 
parently intended to ‘apply quite 
much to ‘pensioners and retired officials 
as to officials on the active list, while 


CAPITAL, 
SURPLUS 
and 
UNDIVIDED 
PROFITS 
$146,176,246.85 





| Houston 


| more, $2,298,193.03; 
; 409.18; 
has improved largely because of the ex- | 
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Reparations 


Intermediate Credit Banks Make Loans 
On Cotton Totalling Nearly $15,000,000 


All Direct Advances and Rediscounts as of December 31 
Placed at $75,914,537 by Farm Board. 


The 12 Federal Intermediate Credit 
Banks reported a total of $75,914,537.07 
in direct loans and rediscounts as of 
December 31, 1927, the Federal Farm 
Loan Board has just announced. 

Direct loans amounted to 


Statement of rediscounts 


Springfield .... ‘ 
Baltimore ... vg be 2 
Columbia 

Louisville sue¥e ° 
EOOW UPIOONS 0 5 6 ectccteends 
Se 

St. Paul 

Oe er eee eee 
Wichita .... 

Houston .. 

Berkeley . . 

Spokane... 


Total. . 


National 
Banks 
$6,650.00 


sri. Credit 
ce ‘orporations 
Springfield .. 558 


| Baltimore 


Columbia .... 
Louisville . 
New Orleans 
St. Louis .. 
Paul 7,092'905, 30 
Wichita 216,: 373.34 
607. 24 
Berkeley , 
Spokane 014.5 


Total $22,520, 396. 20 $6,650.00 


Classification of direct joans: 


Id, $50,000; Balti- 


total, $4,298,607.21. 
Canned fruits and 
Paul, $20,000; Berkeley, $611,240.98; 
Spokane, $511,149.05; total, $1,142,390. 03. 
Raisins.—Berkeley, $5,950,000. 
Wool.—St. Paul, $1,165.54; Omaha, 
$209,970.50; Wichita, $43,745.12; Berke- 
ley, $21, 055; Spokane, $135,505.72; total, 
$411,441.88. 
Cotton.—Columbia, 
Orleans, 


$2,665,000; 
$4,880,721; St. 


Louis, $658,210; 


officials they appea 
general increase 
any effective attempt 


to contemplate a 
salaries, without 


Might Improve Administration. 


ernment could have 
teresis better by 


served its own in- 
using such substantial 


so many announcements have been made 


| 
| 


$31,990,- | full text of the Board’s 
meee 2 


31,990,596.65 
CL ASSIF re ATIONS OF 


Louisville, $1,950,- | 


| $550,000; 


i ley, 
vegetables.—St. |; ~ 


596.65 and rediscounts to $43,923,940.40. 
Agricultural Credit Corporations led the 
list of rediscounts with $22,520,396.20. 

The greatest amount was advanced on 
cotton, aggregating $14,943,931. The 
announcement 
follows: 


, direct loans and advances upon the respective commodities 
of the twelve Federal intermediate credit banks as of 
; reports to the Federal Farm Loan Board: 
Direct Loans 
$50,000.00 
2,298,198.03 
2,665,000.00 
1,950,409.18 
ween ae 
1,369,048.25 
847, 848. 02 2 
59,970.50 
6,443,745.12 
1,500,000.00 
8,395,647.18 
830,009.37 


ecember 3 27, as shown b 
December 31, 1927, hown by 
Rediscounts 


$634,308.35 


Total 
$684,808.35 
4,000,427.41 
5,101,035.77 
1,992,098.19 
‘462,661.48 
3,921.78 
‘ ‘ 8,001,538.55 
.281,750.75 6,041,721.25 
715,801.12 7,159,546.24 
},804,033.91 pope 
9,190,381.69 
5,277,205.90 
$43,928,940, 12 2 
REDISCOUNTS. 
State Livestock 
Banks Loan Cos. 
$ $ 
45,487.00 


$75,914,537.07 


Savings Banks 
& Trust Cos. 


8,118.00 
142,418.95 
608,711.22 


750.7 75 
17,309.48 


1,400.00 16,000.00 


$16,000.00 


961,099.71 $21, 219.794.! 51 


Wichita, $5,240,000; 
000; total, $14,943,931. 
tice.—St. Louis, $659,238.25; Berke- 
$1,155,646.20; total, $1 814 884. 45. 
Wheat. —St. Paul, $826,682 48: Omaha, 
Wichita, $1,160,000; 


Houston, $1,500,- 


536 682.48, 


| $60,000; 


| kane, $3 
New | 


Red top seed.—St. 

Beans.—Berkeley, $250,000; Spokane, 
total, $310,000. 

Dried fruits —Berkeley, $407,705; 

7,400; total, $445,105. 

Alfalfa seed.—Spokane, $54,000. 

Honey.—Spokane, $31,945.60. 


Louis, $51,600. 


* , tions are necessary prerequisites to such 
in | 


a settlement. It argues also: 


“That it is impossible to build up a | 
| definitive 


financial settlement on the 


basis of a national economy not yet ra- 
“It would seem as if the German Gov- | 


tionalized, the capacity is 


of which it 


| difficult to estimate and the agricultural 


0s ; | increases as an instrument for securing | 
These declarations have recently been | the reform in administration of which 


position of which is continuously unfa- 
vorable, in favor of public administra- 


| tions which are as yet unrationalized.” 


in the past two or three years. It may | 


not even now be too late to make the 
salary increases serve this purpose. But 


| as matters stand at present, they seem 


likely to hinder rather than to help the 
cause of administrative reform, and to 
saddle new and lasting burdens on the 
already heavily-burdened budgets of the 
Reich and the other public authorities. 

The Government in its reply took the 
standpoint that salary 
precede administrative reform, but in- 


| dicated at the same time that steps were 


being taken or were under consideration 


; not merely for the purpose of bringing 


and at points where the duties of the 
Reich and the States overlap, but also 
with a view to the simplification of the 
administrations of the States and com- 


; munes themselves. 


| united on the opportunities for adminis- ! 


The indications are that public opinion 
in Germany is becoming more and more 


trative reform which undoubtedly exist, 


| action taken by the Government of the 


Reich in calling a conference of Prime | 
| Ministers of the States in January, 


1928, 


; will mean real progress in the direction 


' communes: 


of more economical public administration. 
Financial relations with the States 
The importance of an early 


| definitive settlement of the financial re- 
| lations between the Reich and the States 
| and communes has been emphasized in 


every preceding Report, and more briefly | 


| in the Memorandum for the German Gov- 


| ernment. 
as | 
i tion 


Cash in Vault and in Federal Reserve Bank . . 
Due from Banks, Bankers and U.S. Treasurer . 
Loans, Discounts and Acceptances of other Banks 
United States Government Bonds and Certificates 
State and Municipal Bonds . 
Stock in Federal 
Other Bonds and Securities . .... 
Subsidiaries: 

International Banking C anpeniion 

Bank of Haiti, Inc... . . ; 


takes the position that both the comple- 
of the present statistical inquiry 
and a return to_ nor ermal economic condi- 


| tions ‘ 


Prompt Reforms Advised. 
The reference to public administra- 
‘which are as yet unrationalized,” 


| plus the fact that the present provisional 


financial settlement expires March 31, 


| 1929, and that within a year it will be 


reform should | 


| on the present basis, 


and , 


' But the 
about reform in its own administration | 


; percentage basis, 


| is always likelihood, moreover, 
and it is greatly to be hoped that the | 


that 





| cally of large fixed percentages of 
The Government in its reply 


necessary to lay the basis of the new 
and definitive settlement, shows the 


urgency of promptly beginning the nec- ; 
e rationalization and reform in a | 
| thorough-going way. 


essary 


It is not intended here to restate the 
fundamental objections of principle to a 
continuance of the financial settlement 
since they have 
beet set forth fully in previous Reports. 
still larger transfers to the 
States and communes which 
vided in the draft budg.t for 1928-29, 
because of the increased yield which is 


expected from the taxes in which the | 
States and communes will expand their 
give striking evidence | 


of the defects of the present system and 
of the loss of revenue which the Reich 
suffers by delaying the .atter. There 
: that the 
States and communes share on a fixed 


expenditures to keep pace with the in- ! 


creasing transfers from the Reich, and 
in any final settlement they 
be unwilling to take less than the 
visional system. 

Indeed, there would seem to be no end 


| to the difficulties that may be expected 


so long as the settlement cf the financial 
relations is based on the present prin- 
ciple of divesting the Reich automati- 
its 
principal taxes, without regards to the 
needs of the States and communes. In 
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including 


The National City Bank of New York 


Domestic and Foreign Branches 


ASSETS 


eserve Bank ° © e 


Condensed Statement of Condition as of December 31, 1927 


$145,059,782.64 
159,804,544.40 


$105,504,500.C0 
6,201,000.00 
3,750,000.00 
62,685,698.81 


$6,000,000.00 
2,000,000.00 


$304,864,327.04 
, 1,060,100,920.89 


178,141,198.81 


8,000,000.00 


| Switze- 





| Singapore 


total, $2,- | 


Spo- | 





are pro- | 


will | 
maxi- | 
mum they have received under the pro- 


Farm Loans 


| Foreign Exchange } | 


New York, January 11—The Federal 
Reserve Bank of New York: today certified 
to the Secretary of the Treasury the fol- 
lowing: 

January 11, 1928. | 

In pursuance of the provision of Section 
522 of the Tariff Act of 1922, dealing with 
the conversion of foreign currency for the | 
purpose of assessment and collection of | 
duties upon merchandise imported into *‘ie 
United States, we have ascertained and 
hereby certify to you that the buying rates | 
in the “few York market at noon today for 
cable transfers payable in the foreign cur- 
rencies are shown below: 

Country 
Europe. 

Austria (schilling) .. 
Belgium (belga) 

Sulgaria (lov) 

Czechoslovakia (krone) ...... . 
Yenmark (krone) 

England (pound sterling) 
Finland (markka) 

France (franc) eure 
Germany (reichsmark) 
Greece (drachma) 
Holland (guilder) 
Hungary (pengo) 

Italy ira) . 

Norway (krone) 

Poland (zloty) 

Portugal (escudo) 
Rumania (leu) 

Spain (peseta) 

Sweden (krona) 

‘land (franc) .. 
Yug gosl: iwia (dinar) 

Asiz 

China (Chefoo tacl) 
China (Hanko  tael) 
China (Shanghai tael) 
China (Tientsin tael) 
China (Hong Kong doll 
Ching a (Mexican dollar) 

“hina (Tientsia or Peiv 
China (Yuan dollar) 
India (rupee) 

Japan (yen) . 


Pr 


140871 
.139487 
007212 
-029630 | 
.267813 

4.874851 

025184 | 
.039802 
-238087 
013238 
403006 
.174766 
52874 | 
-265792 
112455 
049358 
.006170 
171121 
E9018 
192710 
Uisbecv 


.670000 
.660000 
643392 
675416 
509464 


. AG S625 
ang dol). 


"367350 | 
A68068 | 
.567083 





(S. S.) (dollar) 
North America: 

c anada (de yar .998142 
999156 
.487000 | 
995625 


c1cC ) (pe so) 
Ne wfoundland 
wth America: 
rentina (peso) 
sil (milreis) 
e (peso) ‘ 
Uruguay (veso) 
Colombia (peso) 


dollar) 


970345 | 
0119909 
.122125 
028100 
979200 


(gold) 


Santa Fe Road Authorized 
To Issue Common Stock 


The Atchison, Topeka & Santa Fe | 
Railway has just been authorized by 
Division 4 of the Interstate Commerce 
Commission in Finance Docket No. 6631, 
to issue $9,296,400 of additional com- 
mon stock, consisting of 92,964 shares 
of a par value of $100 a share, to be 
sold to the holders of the company’s com- 
mon stock and the proceeds applied to 
the retirement of underlying bonds. 


Railway Asks Authority 
To Issue $176,000 Bonds 


The Chicago & We & Western Indiana Rail- 
road has applied to the Interstate Com- 
merce Commission for authority to is- 
sue, during the year 1928, $176,000 of its 
consolidated 4 per cent moregage bonds | 
at par. 


| pired. 


| horsepower 


| Johnson’s farm. 


| livered to the substation of the American 


} pany has applied for a license for | 
| minor project in Lincoln County, Mon., 
; to consist of a 1214 
5-foot dam, pipe line, power house and | 
| transmission line, to be located about six | 
| miles from Troy, 


in 
| power capacity of the project intended 


| cluded in the project. 


Public Utilities 
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Eight Requests for Permits or Licenses 
Received by Federal Power Commission 


Application Is Filed to Construct Five Large Storage 


Reservoirs in 


Fight applications for permit or 


| license under the Federal Water Power 


Act were filed with the Federal Power 
Commission between December 12 and 


| January 7, making a total of 865 such 


| 
| 
applications received up to that time, the 
Commission announced in a statement 
January 11. The full text of the state- | 
ment follows: 

Eight applications for permit or 
license under the Federal Water Power | 
Act were filed with the Commission be- | 
tween December 12, 1927, and January 
7, 1928, making the total of 865 appli- 
cations received to the latter date. An | 
application was also made for reissuance | 
of a license which had previously ex- 


No. 858. Albert M. Johnson has ap- 
plied for a license to construct a minor | 
project near Bonnie Clare, in Inyo 
County, Calif., proposing to use water 
taken from a spring in operating a 20- 
hydroelectric plant, the 
power from which will be used on Mr. 


No. 859. The Mountain States Power 
Company has applied for a license for a | 
transmission line about 85 miles long, | 
located in Platte and Converse Counties, 
Wyo., intending to use the power to be | 
transmitted for public utility purposes. | 

No. 860. The Idaho Power Company | 


| has applied for a license to construct a | 


transmission line about four miles long 
between points in Owyhee County, Idaho, 
by means of which power will be de- 


Gold Dredging Company. 


Four Storage Reservoirs 
Asked in California 
No. 861. The Metais 


Liberty Com- 


-horsepower plant, a 


Mon, 
posed to be developed will be used for 


| mining and domestic purposes. 


No. 862. The Minaret Mines 


stock and power house on Minaret Creek, 
Madera County, California. The 


is not yet ascertained, but the power, 


| when developed, will be used for mining | 
| purposes. 


No. 865. The United Mercury 
to construct a project on the 
East Fork of the South Fork of Salmon 
River, near Yellow Pine, in Valley 
County, Idaho. It is proposed to con- 


struct a canal along the river to a point | 
| near 
| East Fork, 
| be 


Creek and 
house will 


the junction of Sugar 
where a power 
built having a head of about 500 
feet. A transmission line also in- 
The power, when ! 


is 


T isn’t so long ago that th 


place for savings, in the minds of 
many people, was an old stocking in a 
hidden recess or a box buried in the 
back yard. Gradually savings banks 
won the confidence of wage earners and 
their accounts show steady gains. 


In the investment field, confidence 


has also been a matter of slow 


And no industry has been able to ob- 
tain that confidence on the part of so 


many people as the utilities, es 
the power and light industry. 


ning a little more than a decade ago to 
sell its securities to its patrons, the elec- 


| plied for 
| minor 


| No. 


The power pro- | 


| on June 
Com- | for exchange by the National Bank until ; 
| pany has applied for a preliminary per- 
' mit to construct a dam, pipe line, pen- 


Mines | 
; Company has applied for a preliminary 
; permit 


Cali forn ia. 


developed, will be used in mining and 
milling operations. 

No. 864. The Pacific Gas & Electric | 
Company has applied for a preliminary | 
permit to construct four storage reser- 
voirs, with 352,000 acre feet of storage, 
flooding about 8,900 acres of land on the 
Middle Fork of Feather River; and one 
storage reservoir of 108,000 acre feet 
capacity, flooding 1,720 acres on_ the 
South Fork of the Feather River. Three 
| of the five dams forming the reservoirs 
are to be of rolled-earth fill, respectiv ely | 
20, 150 and 175 feet high. The | 
two, respectively 108 and 370 feet in 
height, will be of concrete construction. 

Eight power houses are contemplated, 


| designed to have a combined installed 


capacity of 360,000 horse-power. About 
50 miles of conduits, canal, pipe line and 
tunnel will be required. The project is 
to be located in Butte, Plumas and Sierra 
Counties, California. The power 


No. 865. Robert R. Severin has ap- 
a license for a 
project on the Chewaucan River, 
Paisley, in Lake County, 
380. Burbank Irrigation District 
4 has applied for reissuance of its 
license covering a minor part of a com- 
plete project on Snake River, in Frank- 
lin and Walla Walla Counties, 
ington, which has expired. The 
covered a temporary dam across 
river, only. 


near 
No. 


Bank Notes of High Value 
Are Withdrawn by Hungary 


Old Hungarian bank notes of 500,000 
| and 1,000,000 crowns (bearing dates of 
a | 


July 1, 1923, and September 4, 1923), 
of, which a few are still in circulation 
are being withdrawn in Hungary, the 
Commercial Attache at Vienna, H. Law- 
rence Groves, has reported to the Depart- 
ment of Commerce. 

The notes will cease to be legal tender 
30, 1928, but will be received 


June 30, 1931. The noninterest bear- 
ing Treasury certificates of 100,000 and 
1,000,000 crowns, of which some are still 
in circulation, are being withdrawn un- 
der the same conditions, 


York, Hanover & Frederick 


The Interstate Commerce Commission | 


on January 10 announced that Division 4 
had approved a report and order in Fi- 
nance Docket No. 6608, authorizing the 
York, Hanover 
| Company to issue $462,000 of capital 
stock, consisting of 9,240 shares of the 
par value of $50 each, to be delivered to 
the Pennsylvania Railroad Company 
partial payment of obligations. 


Thelehea| 


Cette! 


$a. 


Mig. a 


The Utilities, have taken the Mystery 


out of Investment for the Masses 


e safest 


a steady, 


growth. 
they use as consumers. 


pecially 
Begin- 


when | 
| developed will be used for public utility 
purposes. 


Oregon. | 


Wash- | 
license | 
the | 


Authorized to Issue Stock | 


& Frederick Railway | 


in | 
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Receipts. 
| Customs receipts 


| Internal-revenue receipts: 
Income tax. .ccecccsees 


se aon internal revenue 
| 
| 
| 


$3,067,637.78 


1,008,200.54 
2,423,968.15 
683,691.34 


Total ordinary receipts. 
Public debt receipts.... ‘ 
Balance previous day.... 220,47 


7,183,497.81 
650,000.00 
7,440.69 


Total 228,210,938.50 


Expenditures. 
General expenditures.... $13,744,426.00 
Interest on public debt.. 1,068,374.97 
Refunds of receipts...... 301,040.05 
Panama Canal 42,062.44 
Operations in special ac- 

counts 

Adjusted serv. certif fund 
| Civil-serv. retiremt fund. 
| Investment of trust funds 


331,756.01 
434,570.68 
195,429.69 
201,040.79 


constructed | 


Tot. ordinary expendits. 
Other public debt expends.. 
Balance today 


15,449,559.27 
4,251,258.20 
208,510,121.03 


228,210,938.50 

The accumulative figures, together 

with the comparative analysis of receipts 

and expenditures for the month and for 
| the year, are published each Monday. 


Minutes away from the 
markets of the world 


Every minute during banking 
hours, The Equitable sends or 
receives a cable to transfer 
money, buy or sell foreign ex- 
change, finance import or export 
shipments, or gather trade and 
credit information from all quar- 
ters of the globe. 


Through its special cable service, 

The Equitable enables you to be 

but minutes away from the mar- 

kets of the world. 

Write to our foreign department 
for particulars 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
Home Office: 37 Wall Street, N. Y. 
District Representatives 
Philadelphia Baltimore 
Atlanta Chicago San Francisco 


LONDON PARIS MEXICO CITY 


a 
— 


experience that the industry is sound— 
going business. They also 
know it is profitable, because they pay 
their bills regularly and know that every 
other user must do the same. They 
know that a fair rate of return on the 
money they invest in utility securities 
is assured by the same regulatory body 
that fixes a fair charge for the service 


To this great army of customer- 
owners, no less than to the nation as a 
whole, the utilities have a definite 
obligation, They must operate con- 


tinuously, They must operate profit- 
ably. They must ever look forward, 
keeping not merely abreast, but ahead 
of the demands. Continuance and fur- 
ther development of customer-owner- 
ship, entrusting management to trained 
engineers and executives, and regula- 
tion to those best acquainted with Tocal 
conditions, is the best possible safe- 
guard to all. 


HALSEY, STUART & CO. 


INCORPORATED 
cH1caGo 201 South La Salle Street 


Bank Buildings 

Items in Transit with Branches ~ . . 
Customers’ Liability Account of Acceptances ; 
Other Assets. . . 


23,462,393.69 
205,943.81 
103,238,708.70 
4,789,358.06 


$1.682.802,851.00 


tric industry now numbers three mil- 
lion of its customers as part owners. 
The great growth in the service of 
the utilities is largely responsible for 
this. Millions of people use electricity. 
They have light, heat, and power in 
their homes, by just turning a switch. 
They have learned to depend on its 
steady performance. They know from 


THE 
STRENGTH OF THE 
UTILITIES 


TOTAL a's 








LIABILITIES 


$75,000,000.00 
50,000,000.00 
21,176,246.85 


Cosmo 5 3 ss 
Surplus. ‘ > ie * 
Undivided Profits = - 
Deposits 5 
Liability as Acce tor, Endorser or Maker on Accep- 
tances and Foreign Bills . . . . 
Circulation . a @ 
Due to Federal Reserve Bank . ee 
Reserves for: 
Accrued Interest, Discount and other Un- 
earned Income ; 
Taxes and Accrued Expenses, et cetera . 
Dividend Payable qomaey 3, 1928 
Contingencies . 


Other Liabilities . 


INVESTORS «who destre 
more specific information 
about the investment 
merits of Public Utility 
Bonds, will find it in this 
booklet. It is an authori- 
tative treatment of the 
subject, based on knowl- 
edge gained through years 
of wide activity in financ- 
ing important companies 
in various branches of 
the utility industry 
Request booklet U\)-iC 


Head Office: 


55 Wall Street 
New York 


° . $146,176,246.85 
1,275,041 ,964.34 





211,792,739.59 
98,995.00 


Twenty-One 30,000,000.00 


Branches 
in New York 
and Brooklyn 


. . . 


$3,363,973.84 
7,116,019.32 
3,000,000.00 


NEw york 14 Wall Street 


PHILADELPHIA 311 South Fifteenth Street verroir 601 Griswold Street CLEVELAND 925 Euclid Avenue 


PITTSBURGH 307 Fifth Avenue 
MINNEAPOLIS 608 Second Avenue, South 


<< 4 19,624,265.22 
68,640.00 


$1,682,802,851.00 


Eighty-Seven 

Branches in 

twenty-two 
Foreign Countries. 


8ST. Louis 319 North Fourth Street Boston 8§ Devonshire Street 


en ea ae 2 ee MILWAUKEE 425 East Water Street 
TOTAL . - 


Above includes The National City Bankfof New York (France) S.'A. 
Figures of Foreign Branches-are as of December 24, 1927. 


| 








YEARLY 
INDEX 


390) 


Transportation 


F Pia, Approved for Reorganization 
; Of Chicago, Milwaukee & St. Paul 


New Company Is Authorized by Order of In- 
terstate Commerce Commission to Take 
Over and Operate Properties. 


[Continued from Page 6.] 


curities and assumption of obligations | the payment of dividends on stock at a } 


are approved and authorized the inter- 


veners will be injured and the public | 


interest jeopardized. It was stated in 
the petition that testimony would be pre- 
sented in proof of the allegations. 
the hearing interveners produced only 
one witness, whose testimony was con- 
fined chiefly to the introduction of ex- 
hibits showing the range of market quo- 


| 
| 
| 
j 


At | 


tations of the securities involved in the | 
organization, operating statistics, a com- | 


parison of the value of the equities of 
the bonds secured by the foreclosed mort- 
gages, and a hypothetical distribution of 
the proceeds of the sale. 


It appears that some of the objections | 


which have been raised against the plan 
are (1) that the proposed payment of 
the indebtedness to the Government 
would be preferential treatment, (2) that 


the C., M. & P. S. bonds ought not to | 


receive equal treatment with the general 


and refunding bonds, (3) that the provi- | 


sion in the proposed adjustment-mort- 
gage permitting net income up to 
$5,000,000 per annum to be used for 
capital purposes deprives the holders of 


erties for the benefit of the stockholders, 


higher rate than would, because of the 
different positions as to security of in- 
vestment occupied by the stock and 
bonds, be proper for interes¢ on the 
latter. The Jameson Committee asks us 
to deny the application and require that 


the St. Paul be reorganized in accordance | 


with this conception of principles and 
policies. 


The applicant claims that, with the | 


exception of the allegation as to the prin- 
ciples and policies arising from 


argument, all these issues were raised 
in the petitions filed by the Jameson 
Committee in the receivership proceed- 
ings and were decided against it by the 
denying of the petitions for right to 


intervene and by the decree confirming 


sale, in which it was found that all com- 
plaints as to the equity oz the provisions 


of the reorganization plan were without | 


merit and were overruled. An appeal 
was taken to the United States Circuit 


r | Court of Appeals for the Seventh Circuit 
general and refunding bonds of a sub- | 
stantial part of the income of the prop- | 


(4) that the issue of 50-year 5 per cent | 


mortgage bonds to the stockholders to 
the extent provided for part of the as- 


sessment to be paid by them mortgages | 
the bondholders’ equity for the benefit | 


of the stockholders, and (5) that as a 
whole the plan is preferential to the 
stockholders and prejudicial to the rights 
and interests of the holders of general 
and refunding bonds. From the argu- 
ment of counsel for the Jameson Com- 
imttee we understand that the interven- 
ers do not now contend for all these 


objections, but specifically that the plan | 


is preferential to the stockholders and 


therefore prejudicial to the holders of | 


general and refunding bonds, and further 
that it is not in accordance with the 
principles and policies of the transporta- 
tion act of 1920 providing for the reg- 
ulating of the issue of securities by car- 
riers subject to the interstate commerce 
act. 


‘Abandonment Proposed 
Of Part of System 


The proposed 50-year 5 per cent mort- 
gage and adjustment mortgage are as- 


sailed because they are closed mortgages | 
which, it is claimed, will remain dead | 


things in the financial structure 


and | 


prove detriments in future financing. | 


It is suggested that some parts of the 


system might be dispensed with, such | 


as cutting off the line of the C., M. & 


P. S. extending westward from Mobridge, | 
or severing the line of the Terre Haute | 


and the C., M. & G., although it is not 
our understanding that such treatment 
of these parts of the system is now 
urged. 


Under paragraph (2) of section 5, per- | 
taining to the acquisition of control by | 
under | 
| Jameson Committee points out that its 


one carrier of another carrier, 
lease or by purchase of stock, or in any 
other manner not involving the consoli- 
dation of such carriers into a single sys- 
tem for ownership and operation, we are 
given power to grant such applications 
if we find that such control will be in 
the public interest, and we may grant 


| The decree 


them under such rules and regulations 


and for such consideration and on such 
terms and conditions as we shall find just 
and reasonable in the premises. The 
Jameson Committee urges that the pro- 


visions of that paragraph and section ex- | 
tend not only to the lease of the Terre | 


Haute and the acquisition of the capital 
stock of the several companies shown in 
this report, but also to the acquisition 
of the fee of the physical 


formerly owned by the St. Paul It con- 


properties | 


tends that the phrase “just and reason- | 


able” applies not only to the considera- 
tion moving between the carriers in con-- 
nection with the acquisition of control 
by lease or by purchase of stock, but also 
to the terms of the distribution of the 
new securities among the security hold- 
ers of the St Paul and therefore that we 
must find that these terms are just and 
reasonable. 


Principles and Policies 
In Financing Railroads 


The Jameson Committee argues that | 


the Transportation Act 1920 which in- 
corporated into the interstate commerce 
act the paragraphs and sections which we 
are here administering, established defi- 
nite principles and policies to be followed 
in financing railroads emerging from 
receiverships Among these it is claimed 
that the amount of bonds should be 
limited not to exceed 50 per cent of the 
value of the property; that not more 
than 50 per cent of the earnings should 
be applied to interest on bonds; that the 
financial structure should be elastic, and 
therefore closed mortgages are not to be 


upon assignment of error substantially 
reiterating the allegations contained in 
the petitions decided adversely by the 
District Court. A decision rendered July 
22, 1927, upon the appeal, affirmed the 
decree of the District Court confirming 


the sale and approving deed with the } 


proviso that the District Court should 
modify its decree so as to make neces- 
sary the court’s approval of a limit of 
the time thereafter to be fixed by the 
reorganization managers for terminating 
the option to deposit general and re- 
funding bonds. A petition for a writ of 
certiorari to the Circuit Court of Appeals 


for the Seventh Circuit was denied by the | 


United States Supreme Court on Novem- 
ber 28, 1927. 
Objections Considered 
In Court Proceedings 
The applicant urges that the same ob- 


| jections here made to the plan were con- 


sidered by the court in the course of the 
receivership proceedings. Its argument 
is in substance as follows: The decree 


| confirming the sale determined that the 


reorganization plan affecting the respec- 
tive priorities of all persons and cor- 
porations interested in the railway com- 
pany and its property is equitable and 
contains an equitable and timely offer 
of participation in the reorganization to 
all persons entitled thereto; all com- 
plaints as to the equity of the provisions 
of the plan were found to be without 
merit and overruled; therefore, as to the 
rights and equities between the holders 
of the respective classes of bonds and 
sto¢k, such issues have been decided and 
are res adjudicata as between the parties. 
is final, but article ninth 
thereof provides that the deeds author- 


ized are not to be delivered until the ap- | 


plicant has been authorized by us to issue 
the securities provided to be issued under 
the plan or any modification thereof. The 


petition for leave to intervene was denied 
and that the applicant was not tech- 
nically a party to the court proceedings, 
hence it claims the various elements nec- 
essary to invoke the doctrine of res 
adjudicata are missing. 

This proceeding is to 


not a case 


| determine the rights of private parties, 


but an application under applicable sec- 
tions of the act by a corporation organ- 
ized for the purpose of engaging in 
transportation by railroad to acquire and 
operate certain lines of railroad, to ac- 
quire control of other lines by lease and 
by purchase of stock, and to issue securi- 
ties and assume obligation and liability 
in respect of the seeurities of other per- 
sons. As the public interest is to con- 
trol us in the determination of such ap- 
plications, the doctrine of res adjudicata 
is inapplicable. Nor can we accept the 
views advanced by the Gameson Com- 
mittee that we should extend to all por- 
tions of this application every provision 
of the several paragraphs and sections 
under which it was filed, solely because 
it was filed as a single application. Those 
portions of the application which clearly 
relate to a specific paragraph and sec- 


tion of the act will be considered and dis- | 


posed of under the applicable section. 
The terms and conditions which we may 
attach to the issuance of certificates un- 
der the provisions of paragraph (18) to 
(20), inclusive, of section 1 of the act 
are limited to such as in our judgment 
the public convenience and necessity may 
require. Applications filed under the pro- 
visions of section 20a of the act may be 
granted upon such terms and conditions 
as we may deem necessary and appro- 
priate in the premises. While the phrase 
“just and reasonable” as applied to such 
terms and conditions as we may impose 
does not occur in either section 20a or 


| pragraphs (18) to (20), inclusive, of sec- 


permitted; that income bonds are not to | 


be issued; that stockholdeis are 
pletely cut off from any equity of re- 
demption by the bondholders taking pos- 
session of the mortgaged estate or by 
the foreclosure and sale of the proper- 
ties; that the rights and interests of the 
various classes of creditors are to be 


fixed by us; that separation of ownership | 


from management by voting trusts is to 
be prohibited; and that rights and inter- 
ests of investors are to be protected. The 
contention as to the ratio of bonds and 
stocks to be established is based on the 
fact thes ynder the provisions of section 
15a of the act we are required to estab- 
lish rates so that cgrriers as a whole, or 
as a whole in rate groups, will earn, as 
nearly as may be, a fair rate of return 
upon the aggregate value of the railway 
property of such carriers beld for and 
used in the service of transportation. 
Pursuant to paragraph (3) of that sec- 


tion we have determined that a fair re- | 


turn to be earned is 5% per cent. Upon 
such a rate of return it is urged that 


bonds should be limited as indicated so ! 


that the investment therein would have 
the quality of trust-fund investments, 
thus enabling bonds to be sold on a 4 or 
4% per cent basis. Such a structure, it 
is argued, would leave a_ substantial 
amount of earnings to be applied toward 


com- 


tion 1, this does not mean that we are 
not to consider the terms and conditions 
under which it is proposed to effect a 
reorganization and the treatment to be 
accorded the various clacses of security 
holders of the defunct corporation. The 
terms and conditions of such reorganiza- 
tion and 


terial bearing on the public interest. 


_ Nearly All Holders 


Of Securities Approve 


| 
| 


; cation is granted. 





the | 
transportation act, which was presented | 
for the first time in brief and on oral | 


| the paragraphs and sections involved. 





the treatment to be accorded | 


such security holders may have a ma- | BS 
brought within 


* : 
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Underwriting 


000,000 of general and refunding bonds 
who say they will be injured if the appli- 


deposits of the large percentages of the 
securities involved in the receivership 
were obtained b* coercive measures and 
threats of penalties if deposits,were not 
made promptly. None of the 
holders assenting to the plan by the de- 
positing of their securities has com- 
plained in this proceeding as to the 
means used in obtaining the deposits. 


Their representatives hav» purchased the | 
properties at the foreclosure sale pur- | 


suant to a plan to which they have as- | 
sented by deposit of their securities. The | 


purchase price_is to be paid principally 
by applying to that purpose the bofids 
deposited and the Government notes to 


| be liquidated by the assessment levied 
Under the terms | 


upon the stockholders. 
of mortgages securing the general and 


| refunding and the C., M. & P. S. bonds, 
| the bondholders 


became entitled, upon 
default, to the possession of the prop- 
erties, subject to the lien of r_ortgages 
securing underlying bonds. These bond- 
holders elected to foreclose the mort- 
gages and to sell the properties for the 
payment of their. claims. This has been 
done and the bondholders ‘not assenting 
to the plan are cut off by the sale from 
any ownership in the equity, just as are 
the stockholders, and such bondholders 
are now entitled to receive only their 


| distributive share of the proceeds of the 


sale, said to amount to ubout 48 cents 
on the dollar, while the non-assenting 
stockholders are to receive nothing. At 
the argument, on September 29, 1927, 
counsel for the applicant stated that the 
time for terminating the option to de- 


posit bonds had not been fixed, and that | 
the holders of undeposited bonds could 
still avail themcelves of the benefits of | 


the plan. 


under the plan have, through their rep- 
resentatives, purchased the properties, 


and have, pursuant to provisions in the | 


plan, previously agreed upon, appor- 
tioned to the stockholders a share of the 
bondholders’ equity. They have thus per- 


mitted the stockholders to retain an in- | 


terest in the properties upon the terms 
which have been stated above. We have 
not been advised of any rule of law or 
equity which requiries that the stock- 
holders should be absolutely foreclosed 
and cut off, except to the extent of new 
money contributed by them, as has been 
claimed by the Jameson Committee, or 
which forbids bondholders from. shar- 
ing with the old stockholders a portion 
of the equities purchased. 
which contains the provisions whereby 
the old stockholders are permitted to re- 
tain an interest in the new company, was 
submitted to the District Court and ap- 
proved by it. The applicant shows that 
the courts look with favor on the prac- 


| tice of permitting stockholders to retain 


an interest in reorganized properties, and 
especially in transportation systems 
where the conditions render such course 
lawful. We find nothing indicating that 


such practice here is contrary to the | 
In our consideration of | 
/ how- | 
ever, we will also examine the amount | 


public interest. 


arrangements of this character, 


of the equity remaining after the issue 


of bonds, for the purpose of ascertaining | 


whether the remainder will justify an 
issue of stock in the total par amount 
proposed. . 
Testimony Taken 
On Value of Properties 

In the instant case the testimony is 
that the value of the properties proposed 
to be acquired ranges from $640,000,000 
to $900,000,000. 
ment, the Jameson Committee took $700,- 


| 000,000. The book value on May 31, 1927, 


in round numbers was $707,000,000. 
Against these values or this investment 


there will be outstanding after the pro- | 


posed reorganization the following: Un- 
disturbed bonds, 
bonds assumed pursuant to the lease of 
Terre Haute, $160,001,960; 50-year 5 per 
cent mortgage gold bonds, $106, 
adjustment-mortgage bonds $182,873,693; 
preferred stock $119,845,800; total $569,- 
116,549. Using the lowest figure, $640,- 
000,000, and deducting from that amount 
the total par value of the securities enu- 
merated, or approximately $569,100,000, 
would leave $70,900,000 as representing 


the value of the 1,174,060 shares of com- | 


mon stock with-ut nominal or par value. 
In the hypothetical balance sheet as of 
May 31, 1927, the applicant shows $174,- 
342,841.64 for the boo! v lue of the com- 
mon. stock. Without expressing any 
opinion as to the value of the no par 
value common stock, it would appear 
that upon applying the test suggested 
there will remain an unmortgaged equity 


in the properties sufficient to permit the | 
bondholders to assign to the stockholders | 


an interest therein and to support the 


We have not vet determined the final 


value of the St. Paul’s properties and | 
to be con- | 
strued as a determination of that value. | 


nothing herein contained is 


We are unable to accept the views of 


| the Jameson Committee as to the prin- 


in 
re- 


ciples and policies to be followed 
financing railroads emerging from 
ceivership. While so..se 


sonably deducible from the language of 
If 
the Congress had meant that we should 
follow these peinciples and policies in 


administering the act, it could and would | 


have said so in unmistakable terms and 
would not have left such important and 
far reaching policies to be inferred as a 
matter of statutory construction. 

That the plan, when regarded in the 
abstract and in the light of a possible 


ideal of sound financial theory is defec- | 
While the absolutely | 


manifest. 
default in 


tive is 
fixed 
which 


charres, 
means 


payment of 
bankruptcy, have been 
reasonably safe limits, 
even assuming tha. capital expenditures 
in the next few years are met by sales 


| of the bonds provided therefor, the issue 


As to the contention that the plan is | 


preferential to the stockholders 
therefore prejudicial to the holders of the 
gencral and refunding bonds, counsel for 
the applicant stated that there had been 
deposited under the plan bonds and 
stock owned by approximately 40,000 
security holders and «bout equally 


and | 


divided as between bonds and stock. The | 


| details of the deposited securities have 


been given earlier in the -eport. The 
holders of these securities have agreed 
among themselves that 
posed is the one under which they are 


the plan.pro- | 


| 


| 
| 


willing to take the securities of the ap- | 


plicant, which securities will 
their respective interests and relative po- 
sitions in the new company. Opposing 


represent | 


the plan there are said to be about 50 | 


bondholders owning approximately $17,- j of which were to be sold to the public, it | 


of adjustment bonds may prevent the 
company for a considerable time from 
obtaining new capital by the sale of 
other than fixed-charge obligations. 
Moreover, the possibility of accumulat- 
ing of unpaid interest ou the new ad- 
justment bonds after 1930 may make 
still more remote the possibility of stock 
financing. Such accumulations can not 


nowadays readily be adjusted by addi- | 


tional capital issues as has been done 
at times in the past, and to that extent 
they may become a clog uncn the prop- 
erty in the future. Securities of this 


sort are hybrid things and lave no place | 


in a thoroughly sound financial structure. 
Were we dealing here with a new enter- 


prise at its inception, and were it a ques- | 
| tion of a capital structure to be provided | 


for that enterprise, the bonds ana stocks 


We are told that the | 


security | 


| braced 
The bondholders depositing their bonds | 


The plan, | 


| with such financing. 


For purposes of argu- | 


excluding $22,129,000 of | 


95,096; | 


of these prin- | 
ciples and policies may be desirable for | 
| adoption in railroad financing, we do not 
| believe it can be said that they are rea- | 





| would probably be our cuty to disallow 
| the inclusion of such a security in that 
structure. We have, however, a different 
situ ti..1-fore us. 

While in our consideration of the ap- 
plication we are not bound by any exist- 
ing agreements that may have been 
made among the security holders, re- 
organization managers, pugchasing com- 
mittees, or others, and while both the 
applicant and the Jameson Committee 
admit that possibly other plans could be 
devised which would enable the St, Paul 
receivership to be lifted, we do not feel 
warranted in deferring action until an 
ideal plan may be formulated and pre- 
sented. Hére is an application based 
upon a plan agreed upon after bargair.- 
ings and compromises among the five 


committees representing numerous hold- | 


ers and large amounts of bonds and 
stocks. Against the interest represented 
by a great number of security holders 
and by high percentages of the amounts 


ot securities outstanding, is the interest | 
| of a small number of bondholders owning | 
a relatively small percentage of general | 
It has not been | 


and refunding bonds. 
shown wherein such bondholders will be 


injured to any greater degree than the | 
bondholders assenting to the plan; nor | 


has it been shown wherein the public 


interest will be served by denial of the | 


application. 


| Deferring of Action 


Believed Inadvisable 


If the application is granted the re- | 


ceivership can be termin ted and these 
properties returned, so to speak, to the 
security holders for 
operation. The application is one under 
which the applicant proposes to acquire 
and operate all the lines of railroad em- 
within the St. Paul’s system. 
Under it there will be no severing or dis- 
memberment of any existing line. The 
plan will preserve and maintain the uni- 
tied system as it has been built up, which 
seems to be in the public interest. Under 
the plan a financial structure will be 


maturities existing under the 
stitute therefor maturities of 50 and 75 


years, the latter embracing 80 per cent 
ot the bonds foreclosed; which will bring 


the actual fixed interest charges safely | 


Within the net earnings applicable to in- 
terest; and which by the execution of a 


| new mortgage subordinate in lien only | 


to the liens of the mortgages securing 
the undisturbed bonds, will provide a 
means for refunding underlying bonds 


and for future financing. The tact that | 


two of the proposed mortgages are to be 
closed mortgages should not interfere 
This might have 
been the case if their liens 
the plan provides for three mortgages, 
and in these mortgages specific provi- 


sions are made whereby the liens of the ! : ; oe A 
| of certain specified minimum kilowatt 


| hours, the St. Paul has been compelled 


50-year 5 per cent mortgage and the ad- 
justment mortgage are subordinated to 
the lien of thé first and refunding mort- 
gage under which future financing is to 
be done. It would seem that the exist- 
ence of closed mortgages inferior in lien 
to the first and refunding mortgage 
would not affect the marketability of 


bonds issued under the latter mortgage. | 


| Changes in Plan 
| Would Increase Expense 


The properties have been in receiver- 


| ship over two and one-half years, and, 
if the application is approved, will prob- | 
ably have been in receivership for three | 


years or longer before the receivership 
could be terminated. If the application 
should be denied, the receivership may 
continue indefinitely. The reorganiza- 
tion managers would have to prepare 
a modified or new plan and if such 


plan were disapproved or not approved | 
. commit- | 
parties to the plan, | 


by any one of the three 
tees which are 


or if the changes adversely affected to 


a material degree any class of securities, | 
| with the provisions of the statutes of the 


withdrawals would follow, and the re- 
organization would have to be started 
anew. We do not and can not know how 
long a time would be required to pro- 
cure assents to a new or modified plan, 
or whether or not as large percentages of 
the securities would be deposited. An- 
other or modified plan might provoke 


equal opposition from any other group | 


or groups of security holders. Any ma- 
terial change in the plan will cause 
further expense and delay. 
sideration of all the facts we are of opin- 


by an approval of the application, even 
though we should believe that a stronger 
financial structure might 


plan of reorganization. 
The plan provides that all of the pre- 


issue of stock in the amounts proposed. | ferred and common stock of the appli- 


cant which is to be issued to the stock 
holders assenting to the plan is to be 
deposited under a voting trust agreement 
which is to continue until January 1, 
1930, and may be extended from time to 
time beyond that date by action of the 
holders of voting trust certificates repre- 
senting a majority in number of the 
shares of preferred and common stock. 


The entire voting power of the capital | 


stock of the applicant is to be vested 
in five trustees, to be designated by the 
reorganization managers, three to be ap- 
proved by the bondholders’ protective 
committee, one by the preferred stock- 


holders’ committee and one by the com-. 


mon stockholders’ committee. A copy 
of the proposed voting trust agreement 
has been filed with the application. Sub- 
ject to the approval of these committees 


the power to name the voting trustees | 


rests with the reorganization managers. 
By this provision of the plan the appli- 
cant’s stockholders have no voice in the 
creation of the voting trust, in the select- 
ing of the voting trustees, or in the 
management of the applicant until Jan- 
uary 1, 1930. 


Underwriting Syndicate 
Believed to Be Unnecessary 


That as a general rule power to con- 
trol corporation management should rest 
in owners of share capital rather than 
in those who occupy a position of credi- 
tor and that the owners of share capital 
should thereunder exercise this control 
periodically and at reasonably frequent 
intervals, is commonly regarded as a 
sound principle. Any proposals which 
would result in a more or less complete 
alienation of such power over an ex- 


tended period of time by its lodgment | 
indi- | 
vidual or small group of individuals, can | 


either with creditors or with an 


be justified only by demonstration of 


facts of special application and sufficient | 


weight to warrant us in departing from 
the rule. In the instant case the pro- 
posals above recited, involving, as they 
do, compulsory alienation of complete 


voting power from shareholders for a | affected thereby. 


view of the facts. 





| plying to such purposes the income which 


management and |} 


| mortgage bonds ought not to be author- 


| be a. for capital purposes that 
3 2 sti | would not thereafter be 
erected which will eliminate the early | 
general | 
and refunding mortgage and will sub- | 


| amounts contemplated by the plan until | 


had been | 
| superior to subsequent mortgages, but 


| formed, made 


| the interstate commerce act the manage- 


Upon con- | 


| stock is s aside for the compensa- | 
ion that the public interest will be served | eS ace 


have been } 
erected by the adoption of some other | 





| mination of the receivership and reorgani- 


Valuations 


period of two years only, after which 
shareholders may resume this power, 
may be regarded as not unreasonable in 
The purpose of the 
proposed voting trust is stated to be the 
initial provisions of capable management 
for the reorganized property. There is 
no apparent yeason to doubt the bona 
fides of this statement, nor is there rea- 
son to suppose that this purpose will not 


be achieved. The instant application will, 
therefore, be granted in this respect 
without prejudice to the ruling principle 
above described, which principle should 
be kept clearly in mind by those who in 
the future may find it necessary to apply 
to this Commission for powers similar 
to those requested in the instant appli- 
cation. 3 


The applicant has expressed the belief 
that it will be unnecessary to form an 
underwriting syndicate and to have un- 
derwritten the participation in the re- | 
organization of any class of security 
holders. Our order will require that the 
applicant shall not pay any underwriting 
commission in connection with the re- 
organization. 

As to the authority sought to issue 
general mortgage 5 per cent gold bonds, 
series D, one of the objects to be achieved 
under a receivership is the rehabilitation 
of the properties by the making of need- 
ful expenditures for maintenance and for 
additions and betterments through ap- 


ordinarily would be paid to bondholders 
for interest. For a new company ac- 
quiring the properties to capitalize, by 
the subsequent issue of bands, any of 
the expenditures made for capital pur- 
poses during the receivership and before 
it took possession of the proporties would 
negative the benefits derived from with- 
holding interest from the bondholders 
and applying such funds to the purposes 
indicated. We are of opinion that under 
these circumstances the issue of general 


ized except upon the express condition 
that the proceeds therefrom should only 


sed as a basis 
for further capitalization. As the appli- 
cant has stated that it has no present 
arrangements for the sale or pledge of | 
the general-mortgage bonds, that part of | 





the application will be denied without 
prejudice to the applicant’s right to re- 
new the request in a subsequent appli- 
cation. | 


Objections Were Made 


To Certain Compensations 


The State of Wisconsin, by special 
counsel representing its attorney gen- | 
eral, has asked that we withhold our | 
authority to issue the securities in the 


| ence and necessity. I 





into by the | 
electric | 


certain contracts entered 
St. Paul for the purchase of 


| power are either abrogated or reformed. | 


It is alleged that because of provisions 
in those contracts calling for the using 


to pay for more power than it has used. 
The decree of foreclosure gives to any 
purchaser the right to disavow within 
one year any contract, not fully per- 
or assumed by the St. 
Paul or any predecessor company. The 
applicant has not taken possession of | 
the properties. No evidence was intro- | 
duced as to the action the applicant will 
take in regard to such contracts. Under 


ment of railroads is charged with the 
responsibility of operating them in an 
honest, efficient, and economical manner. | 
It has not been shown that the applicant 
will be operated otherwise, and therefore 
it may be expected that those who will | 
be responsible for its management will 
conduct its affairs in the full conscious- 
ness of the duties imposed upon them. 
An objection was also made to the pay- 
ment of compensation of reorganization 
managers, protective committees, and the 
fees of their counsel, because it was 
claimed that the receivership proceedings 
had not been conducted in accordance 


State of Wisconsin, the domicile of the | 
St. Paul, which require the calling of a 
meeting within that State of the credi- 
tors and stockholders for the purpose of 
considering plans of reorganization. This 
does not appear to be a matter which 
may properly be considered in this pro- 
ceeding. . 

Of the $4 a share assessment to be | 
paid by the stockholders, $1.50 a share | 
on the existing preferred and common 


tion of the reorganization managers, | 
various protective committees, and the | 
fees of their counsel, depositaries, and j 
expenses in connection therewith. Any 
balance remaining after such payments 
may, at the option of the reorganization 
managers, be paid to the applicant for | 
additional working capital or returned | 
to the holders of certificates of deposit 
for stock. 


Provision Is Made 
To Impound Separate Fund 
Such provision will produce approxi- 
mately $3,500,000 for reorganization | 
expenses. Out of the foregoing amount 
there is to be appropriated for | 
the compensation of the reorganization | 
managers a sum equal te one-fourth | 
of 1 per cent upon $230,950,976 of bonds 
outstanding, and 20 cents a share upon 
2,333,432 shares of stock outstanding, or 
a total of about $1,044,000. This amount 
is subject to some modification due to 
changes which may occur in the amount 
of bonds and stock outstanding in the 
hands of the public. There has been/put 
in evidence a memorandum submitted to 
the Senate Committee on Interstate and 
Foreign Commerce at a hearing on | 
March 25, 1926, \hich gives estimates of 
the expenses in connection with the ter- 


zation of the St. Paul. The estimates are 
summarized under four headings: Ex- 
penses over which courts have jurisdic- 
tion, between $1,000,000 ..nd $1,250,000; 
expenses to be paid out of the $1.50 per 
share, between $2,636,063 and $3,381,063; 
other disbursements in connection with 
the reorganization, between $336,400 and 
$406,400; expenses of new company, be- 
tween $977,500 and $1,397,500; a total 
of between $4,949,963 and $6,494,963. 
Memoranda have also been submitted 
giving the nature and extent of the 
services rendered by the several com- 
mittees and their counsel. The evidence 
which was presented in respect of the 
total expenses of reorganization was not 
revised to date when introduced in this 
proceeding, and, as above shown, such 
estimates are over 18 ironths old. It 
would appear that at this\latez date es- 
timates more nearly approximating ac- 
tual figures could be furnished. The rec- 
ord is insufficient to enable us to arrive 
at an opinion as to the reasonableness 
of the expenses and the public interest 
Jurisdiction of this | 
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proceeding will be reserved for the pur- 
pose of taking further tcstimony as to 
the expenses of the reorganization, the 
nature and scope of the services per- 
formed for the compensation and fees 
claimed, and any other matters appro- 
priate in the premises, and for the en- 
tering of pertinent orders in connec- 
tion therewith. The authority herein 
granted to the applicant to issue its se- 
curities in accordance with the plan will 
be upon the express condition that the 
applicant shall impound in a separate 
fund the money receivec. from the pay- 
ment of $4 a share by the holders of 
preferred and common stock and shall 
not pay from such fund any amounts 
unless and until authorized by due order 
of court or by this Commission. 


Mr. Eastman 
Dissents from Approval 


It seems appropriate here to recall 
that in the last several years we have 
permitted to become effective a number 
of reorganization plans involving capi- 
tal structures which, like that dealt with 
in this report, left something to be de- 
sired from the point of view of fully 
sound financial standards. We have 
done this in full appreciation of these 


shortcomings, and solely upon the ground | 


that the major public interest seemed to 
us to require that the properties con- 


cerned should at the earliest possible | 
moment be released from receivership | 
and restored to active management by | 


those financially interested therein. 

Hall, Corimissioner, concurring: 

I am in accord with the conclusions 
authorizing issuance and assumption of 
liability in respect of securities and 
granting certificates of public conveni- 


reorganization by existing 


stockholders. 


managers 


| do with their money is their affair un- 
| less and until some part of that money 
We are | 


is paid over to the applicant. ; 
not dealing with the merits or demerits 
of the reorganization plan as such. 

In my judgment applicant’s request for 
authority to acquire control of various 


carriers through purchase of some part | 
of their capital stock should remain in | 
abeyance until the applicant has become | 
a common carrier, without prejudice to 


renewal of the request thereafter. 
Eastman, Commissioner, dissenting: 


In my judgment it is impossible upon | 


this record to make the finding which 
section 20a of the interstate commerce 
act requires us to mal:: as a prerequsite 
to the approval of security issues. The 


questions involved are so important that | 


I shall take the liberty of discussing 
them at some length. They merit 
thorough public consideration. 


deal briefly with certain points which 
I conceive to be of little consequence, 


but which have been stressed by the fe- | 


organization managers. The oral argu- 
ment of counsel for the applicant cen- 
tered upon these points: 

(1) That the protesting bondholders 
are mere speculators seeking a great 
profit on bonds bought at a low figure 
after the receivership. 

(2) That most of the stockholders and 
bondholders have agreed without reser- 
vation to the reorganization plan. 

(3) That most of the issues raised 
by the protesting bondholders have been 
considered by the courts and are, there- 
fore, res adjudicata. 

The first two of these points were 
stressed in the courts also and appar- 
ently with much effect. Let us con- 
sider, one by one, all three. 

As to speculation. The protesting 
bondholders, or at least the most prom- 


bonds prior to the receivership, but they 
have bought a substantial amount since 
then at relatively low prices. 
faith in the future of the property, such 
purchases were natural and, so far as 
I can see, legitimate. That these pur- 
chases were made as a speculation in 
reliance upon the success of the pro- 
tests against the reorganization plan it 
is difficult to believe. 
must have known that they had only a 


| fighting chance in a contest with the 
But assume | 
that they were speculating, what rele- | 


reorganization managers. 


vancy has that fact? 


| Speculation Found 


In Stocks Also 


Speculation has been rife all along the 
line. The stock offered the best oppor- 
tunities. Most of the large stockhold- 
ers of the old company unloaded some 
time before the receivership. Imme- 
diately thereafter the common fell to 
about $3.25 and the preferred to about 
$7.50 per share. The announcement of 
the reorganization plan, providing very 
generously for the stockholders, as we 
shall, see stimulated the upward move- 
ment. Present prices are around $20 for 
the common and $37 for the preferred. 
Transactions have been heavy. The 
evidence shows that the members of 
the stockholders’ protective committees 
represent to a very considerable extent 
holdings acquired since the receiver- 
ship. Both the chairman of the com- 
mon stock committee and the chair- 
man of the preferred stock committee 
bought practically all that they now 
hold thereafter, and the Iselin com- 
mittee bought no less than 300,000 
shares. The record also shows that of 
the 20 largest stockholders of the St. 
Paul there are now only two that are 
not brokerage houses, holding for clients 
whose identity is not disclosed. I° specu- 
lation is a reason for dis..editing the 
views expressed by the protestants, it is 
equally a reason for discrediting other 
views that have found voice before us. 

Agreement upon the Plan. The plan 
has the apparent support of most of the 
stockholders and bondholders. To gauge 
the weight which ought to be given*to 
this fact, it is necessary to understand 
the auspices under which the plan was 
formulated and how this assent was se- 
cured. For many years the St. Paul had 
conducted its financial operations exclu- 
sively through Kuhn, Loeb & Company, 
in association after 1909 with the Na- 
tional City Bank or National City Com- 
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pany. In the report on the investiga 
tion of the’St. Paul’s affairs, issued con- 
temporaneously with this report, it is 
shown that these bankers precipitated 
the receivership. Immediately there- 
after they made themselves reorganiza- 
tion managers, and they named the chair- 
man of the three committees which were 
organized to protect the interests of the 
bondholders,’ common stockholders, and 
preferred stockholders. On the bond- 
holder’s committee, indeed, the reorgani- 
zation managers were directly repre- 
sented, and by the reorganization plan 
they were made the “sole judges” of 


| the compensation to be paid to all these 


committees. 

The reorganization managers and the 
committees \-ere able within a compara- 
tively short time to agree upon a plan, 
and it was then presented to the security 
holders with the very considerable pres- 
tige and momentum which it derived 
from such an agreement. But there were 
other reasons impelling, if not compel- 
ling, assent by the security holders. Un- 
der the plan, those who do not become 
parties “within the periods limited or 
fixed therefor” can thereafter become 
parties only “upon obtaining an ex- 
press written consent of the reorganiza- 
tion managers,” and the latter are em- 
powered “in their absolute discretion” 
and “upon such general or special terms 
and conditions as they see fit, to with- 
hold or give such consent.” The evi- 
dence shows that the threat implied in 
this provision was not overlooked by the 
reorganization managers. In advertise 


| ment after advertisement the possibility, 


if not the probability, of serious pen- 
not come in within 
the time limit was made very clear 
to the security holders, and in sev- 
eral of these advertisements definite 
dates were specified, although they were 
extended. The Circuit Court of 
Appeals in affirming the decree of the 
District Court confirming the sale finally 
modified that decree so as to provide 


| that any limit of time upon the deposit 


of bonds under the plan should be ap- 
proved by the District Court; ‘but when 
that happened the assent of most of 
the security holders had already been 
obtained. 


Debts Used as Part 
Of Purchase Price 


Nor is this all. In a sale under fore- 
closure the debts in default can be used 
in payment of the purchase price, but 
those not holding evidences of such in- 
debtedness must pay cash. As a prac- 
tical matter this makes it impossible, 
in the case of a great railroad property 
like the St. Paul, for other interests to 
bid. It has also become the practice 


| of the courts in such cases, for reasons 
Before taking up vital matters I shall | 


not wholly clear, to fix a very low up- 
set price, and ordinarily the property is 
bid in at that figure. Here a slightly 
higher amount, $140,000,000 was bid in 
behalf of the reorganization managers, 
which, added to unforeclosed direct ob- 
ligations of $160,001,960, made a total 
of $300,001,960, as contrasted with a 
property valuation on the so-called 
O’Fallon basis of not less than $640,- 


| 000,000. This sale price, however, deter- 


mines the cash that a non-assenting 
bondholder who is not a party to the re- 
organization plan will receive, and it 
means about 48 cents on the dollar. A 
nonassenting stockholder will receive not 


| one cent. 


The security holders. were, therefore, 
in this predicament. They could either 
join in the reorganization plan, or they 
could stay out and contemplate the ne- 
cessity of employing counsel and experts 
in an endeavor to persuate the courts or 
the Commission that the plan ought not 
be approved. If they chose the 


ties to the plan only upon the payment 
of unknown penalties fixed at the dis- 
cretion of the reorganization managers, 
or that they would be doomed to accept 
From obser- 
vation in the past the security holders 


| knew also that a fight against reorgani- 


zation managers behind Wall Street in- 
trenchments is an uphill struggle against 
heavy odds. 


Resistance to Plan 


Threatened Disaster 


Summing up the :*'aation, once the 
reorganization managers and their per- 
sonally-selected committees had agreed 
upon a plan, resistance upon the part of 
security holders involved a probability 
of heavy expense and also grave risk 
of ultimate disaster. That they at length 
flocked to the standard ° the reorgani- 
zation managers after considerable evi- 
dence of reluctance is not a fact which 
should weight heavily in our delibera- 
tions. 

Res adjudicata. This doctrine has no 
application here, it is directed primarily 
at the parties to litigation. It means 
that after parties have submitted a cause 
to the courts and it has been decided, 
they cannot thereafter present the same 
cause for renewed consideration. It is 
intended to set a limit to litigation. The 
Commission, however, is not a court, nor 
is its jurisdiction with respect to the 
issue of securities dependent in any way 
upon the contentions of parties. In mak- 
ing ‘the findings which the law requires 
it is our own judgment which must gov- 
ern, and not the opinion which some 
courts may have expressed upon a sim- 
ilar issue. Nor are we dependent upon 
the contentions or evidence presented by 
the applicant or any intervener in the 
proceeding. The law makes it our duty 
to investigate, and if applicant or in- 
terveners do not develop the facts nec- 
essary to an informed judgment, it is 
our duty to develop them. Our juris- 
diction is made “exclusive and plenary,” 
and so long as we keep within the bounds 
of the statute our findings are not re- 
viewable by the courts. In other words, 
the only question that a court can cons 
sider upon appeal from our decision, 
apart from any question as to the con- 
stitutionality of the statute, is whether 
we have acted within the scope of our 
statutory authority, alhough this may 
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include, of course, the question whether 
we have acted arbitrarily. 

This brings me to the more v@al mat- 
ters. Under section 20a of the inter- 
state commerce act, we must find, before 
we can approve the issues in question, 
that they are: 

(1) For a lawful object within the 
corporate purposes of the carrier. 

(2) Compatible with the public in- 
terest. 

(3) Necessary or appropriate for or 
consistent with the proper performance 
by the carrier of service to the public as 
a common carrier, and will not impair its 
ability to perform that service. 

(4) Reasonably necessary and ap- 
propriate for the corporate purpose in 
question. 


Statute Provides 
Specific Rule 


The statute does not leave decision to | 
our discretion, but lays down a specific 
rule. We are permitted to make an or- 
der authorizing the issue only if we can 
make the above findings. The language 
js very comprehensive, and we must 
make all of the findings specified. The | 
statute contemplates interference with | 
private initiative, but so does all public 
regulation. It is our duty, regardless of 
such interference, to determine whether 
upon the record before us we can con- 
scientiously make these necessary find- 
ings. Obviously we are not concerned 
with controversies between groups of 
security holders, as such, but on the | 
other hand if it can be shown that the 
matters in issue in these controversies 
have a bearing upon the findings which 
the law requires us to make, we cannot 
disregard them merely because equities 
of a private character are also involved. 

In my judgment the findings required 
by the statute cannot be made on the 
record before us, for two main reasons: 

I. 

When a railroad has been unable to 
meet its obligations and has falled into 
receivers’ hands, the “proper perform- 
ance by the carrier of service to the pub- 
lic” and the “public interest” clearly de- 
mand that any reorganization shall leave 
the carrier, so far as practicable, with 
a sound financial structure which will 
reduce to a reasonable minimum the dan- 
ger of recurring insolvency and which 
will make it possible to secure capital 
for future needs in a manner conform- 
ing to sound financial principles. The 
public interest also demands, it seems to 
me, that no class of securities issued in 
connection with the reorganization shall 
masquerade in a misleading guise, and 
that all securities which have the gen- 
eral characteristics of stock shall have 
a voice in the management of the prop- 
erty. Let us see how the proposed finan- 
cial structure conforms to these stand- 
ards. 

We must start, I think, with the prem- 
ise that the new company should be 
prepared to face periods of business de- 
pression as well as periods of prosperity, 
and that there can be no certainty that 
it will enjoy better earnings in the fu- 
ture than it has labored under in the 
past. This is a particularly important 
premise in the case of a carrier operat- 
ing in the Northwest. 

Under the reorganization the capitali- 
zation of the St. Paul will in gross 
amount be substantiaily what it has been | 
in the past. The difference will lie in the 
classes of securities and their antece- 
dents. The funded debt secured by some 
sort of mortgage will also remain sub- 
stantially unchanged in gross amount. 
The interest charges upon the new 
funded debt will amount to $22,807,174 
yearly as compared with $21,544,066 
upon the old funded debt, an increase of 
$1,263,108. However—and this is the 
vital point relied upon in support of the 
ple $9,143,685 of the new _ interest 
charges, those upon the so-called adjust- 
ment mortgage bonds, will not be fixed 
but will be payable each year only if 
earned. But beginning with 1930, only 
two years away, this $9,143,685 will be- 
come cumulative, and all unpaid interest 
must be paid in full before any divi- 
dends can be declared upon stock. Pro- 
vision is also made for a new mortgage, 
junior only to the underlying mortgages 
upon which there has been no default, 
and under this new mortgage the funded 
debt can be increased without limit, ex- 
cept as a limit is imposed by the stock- 
holders or this Commission. It is also 
provided that two-thirds of the net in- 
come after fixed charges. up to $7,500,- 
000, may be diverted to capital expendi- 
tures, or a possible maximum diversion 
of $5,000,000 per year. 





Financial Structure 
Thought to Be Unsound 


If anything is clear it is that under 
this financial structure, and unless earn- | 
ings in the future average much better 
than the past gives reason to anticipate, 
it will be utterly impracticable for the 
new company to finance by new issues 

of stock, and that the financing of its 
future needs must be done by repeated 
issues of the new mortgage bonds ov! 
such of the old general mortgage bonds 
as are available, except to the extent 
that capital requirements are met by 
diversion from earnings at the expense 

-of the adjustment bondholders. 

The financial unscundness of the prac- 
tiee of securing new capital wholly or 
ever. largely by continual increases in 
funded indebtedness is strikingly illus- 
trated by the history of the St. Paul it- 
self. It was one of the principal factors 
leading up to the receivership. In the 
past this practice might under wise man- 
agement of the St. Paul have been 
avoided. But under this proposed new | 
financial structure it becomes, in all 
probability, compulsory and inevitable. 
Is this in the public interest or “appro- 
priate for or consistent with the proper 
performance by the carrier of service to 
the public? 

~ Tam quite willing to concede that un- 
der the new plan insolvency may be 
avoided for many years and, if all goes 
well and earnings are very favorable, it 
may prove possible to retire the adjust- 
ment bonds by issues of stock and thus 
correct the financial structure, But this 
latter. possibility is remote, and risk of 
disaster through an unsound structure is | 


| whit better 


| be considered of 
| event, if it is unsound practice for these | 

savings banks to hold preferred stock, | 
| it. is 
| hold the proposed adjustment mortgage | 
| bonds. 
| is in effect an evasion of the safeguards | 


| estimated is 
| dends on preferred stock should be taxed, 


' bonds must be “bearer bonds” 


} ever, 


| creditors in the order 


| its debts, 


| this principle, 

| the 

i lieve 

| under all circumstances. 

| When a large corporation, like a rail- | 
road company, becomes insolvent and its | 


} event, 


| unpaid 
; creditors are entitled to such compensa- 


| satisfaction of the creditors 


that the 


and as I see it there is no 
about the possibility in this 


if possible, 
question 
case. 

So far, also, as the adjustnient mort- 


gage bonds are concerned, it is conceded | 
! that they 


sail under false colors. 
most practical purposes they 
than preferred stock with 
cumulative dividends. But notwithstand- 
ing their real character, they masque- 
rade as bonds and are not given voting 
power, The voting power, after 1930, is 
to be confined to the securities labeled 
as stock which are likely to be of inter- 
est chiefly to speculators. Incidentally 
the adjustment bonds cannot be used for 
future financing because the mortgage 
is closed. 


The excuses offered for these nonde- 
script securities and the failure to give 


| them voting power are, I understand: 


(1) That the bonds which they will 
replace are to a considerable extent held 
by savings banks which are not per- 
mitted to hold stock, preferred or com- 
mon. 

(2) That by making these securities 
“bonds” instead of preferred stock, a 
saving in taxes of about $1,000,000 will 
result. 

(8) That it is impracticable to give 
bearer bonds voting power. 


: Contends Proposal 


Is Evasion of Law 


As for the first point, 
bondholders state on brief that the New 
York savings banks hold $4,2 
and 


resources of $4,348,000,000, 


savings banks amount 
sources of $1,907,000,000. 
a forced sale of these bonds can hardly 


moment. 


equally . unsound for them 


Why should we connive in what 


imposed by law? 

As for the second point, the 
in income taxes. . If 
it is difficult to see why we should per- 
mit the equivalent of such dividends to 
be called something else in order that 
no tax shall be collected. 

As for the third point, just why these 
and can- 
not be registered I do not know. 
this difficulty, if it is a difficulty, 
would be avoided by substituting pre- 
ferred stock. 

TI. 


The assets of an insolvent corporation 
are a trust fund for the benefit of 
of their priority. 
That, at least, is the theory of the law. 

The property of a corporation is 
doubtless a trust fund for the payment of 
in the sense that when the 
corporation is lawfully dissolved and all 


; its business wound up, or when it is in- 


solvent, all its creditors are entitled in 


| equity to have their debts paid out of 
| the corporate property before any 


dis- 
tribution thereof among the stockholders. 


| Wabash, St. Louis & Pacific R. v. Ham, 


114 U. S. 587, 594. 7 
A movigage bond is a security 
titling the holder, in accordance 


investor 


will be scrupulously 


property is sold under foreclosure, how- 


ever, a sale for cash with distribution of | 
the proceeds among the creditors in the | 
order of their priority is impracticable 


Instead the property is bid in by repre- 
sentatives of the defaulted creditors, 
whose bonds are used in payment of the 


| purchase price, and it is then taken over 


by a new railroad company, organized 
for the purpose, which issues new 
curities in lieu of the old. The result 


pany. In strict theory it would seem 
that the defaulted creditors, in such an 
zre entitled, 
given to the stockholders, to new se- 
curities with a fair value approximately 
equal to the principal of the debt plus 
interest. Indeed _ prior-lien 


tion before anything is paid to creditors 
with junior liens. In practice, however, 
this is seldom the result, and stock- 
holders of the old company frequently 
receive corresponding amounts of stock 
of the new company without any such 
’ claims. 
such an extent has this become the 
practice that it is argued that a new 
principle of law has become applicable 
to such cases, namely, that it is only 
necessary that the order or priority 
among the creditors and 
shall not be disturbed by the 
cial structure. 


Present Case Affords 


Illustration of Principle 


The present case affords a 
illustration. The property of the 
Paul was sold under foreclosure of the 
junior mortgages at a price which ap- 
parently wiped out the stockholders com- 
pletely and left only 48 cents on the 
dollar for the bonds in default. A re- 


new finan- 


St. 


organization, however, is proposed which | 


provides for both the bondholders and 
the stockholders. Sacrifices are neces- 
sarily entailed by a reorganization. Who 
makes the sacrifices here? The best ap- 
proach to this question, it seems to me, 
is to compare the situation in which the 
stockholders will find themselves after 
the reorganization with their situation 
prior thereto. 


the same number of shares as before, 
and their place in the new financial 
structure will in no important respect be 
inferior to their place in the old, except 
interest rate will average a 
trifle higher on the new than on the old 
bonds. To regain their position in this 
way the stockholders are called upon to 
do two things: 


(1) Contribute $4 per share, which 


may hereafter 


For | 
are not one | 


| of the new 


the protesting | for a payment of $11 


270,000 of | 
| St. Paul junior bonds as compared with | 
| total 

| that the similar holdings of the Massa- | 
| chusetts 
| $9,658,000 as compared with total re- 


If this be so, | 
| turbed bends, a lien which protected both 


to | 


But in any | 


to | 


saving | 
divi- | 


How- | 





| the 


se- | 


before anything is | 


To | 


stockholders | 


striking | 


The stockholders will have precisely | 
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Stockholders’ Rights 


Profits 


will be used in part for reorganization | 


expenses and in part for working capital, 
and which it appears may also be re- 


| turned in part at the discretion of the re- 


organization managers. 

(2) Invest $24 per share, in the case 
of the preferred stock, and $28 per share, 
in the case of the common, in new 50- 
year 5 per cent mortgage bonds at par. 
These bonds will have a lien on the 
property underlying the lien of the ad- 
justment mortgage bonds, which the de- 
faulted bondholders are to receive, and 
will be junior only to the $182,130,960 of 
undisturbed bonds and any bonds that 
be issued under the old 
general mortgage or the new first and 
refunding mortgage. 


| Little Sacrifice Asked 


clearly a risk that ought to be avoided, 


Of Stockholders 


This investment in new bonds 
obviously involves no sacrifice bonds 
part of the stockholders, except to the 
extent that they are required to pay 
more than the bonds are worth. 
chairman of the bondholders’ 
tee testified that these bonds are “in- 
trinsically” worth par, and in view 
the character of their security and the 
tendency of the money market he 
probably right. They are now 
at about 96. The actual sacrifice in- 
volved in their purchase at par by the 
stockholders is, 


event and likely to be nil. It follows that 


the only real sacrifice required of the | 
stockholders in return for a position in | 


the new financial structure equal to that 
which they held in the old is $4 per share. 
Obviously this is not the sacrifice relied 


upon to put the new company upon its | 


feet financially. 
The situation may 
other way. The 


in 
of 


be tested an- 


contribution 
$9,330,072. 


worth only 96, their further contribut- 
tion is $2,427,067, making a total of 
$11,757,139. They are to receive stock 
company, the present curb 
quotations on which are about 26 
the common and 44 for the preferred, 
making a total market value on this 
basis of $81,497,712. In other words, 
»757,139 at the maxi- 
mum, they regain an equity worth 
$81,497,712, in the face of the fact that 
the creditors secured by mortgage are 
being called upon to make serious sacri- 
fice. Now what are those sacrifices? 

In place of securities which had a 
direct lien for the most part on the en- 
tire property, subject only to the undis- 


principal and annual interest, these de- 
faulted bondholders are to receive 20 per 
cent in the same 50-year 5 per cent bonds 
in which the stockholders are required 
to invest and 80 per cent in adjustment 
mortgage bonds which are the equivalent 
of prior preferred stock. They are also 
to permit two new mortgages to be 


created, both of which are to be superior | 
in lien to the adjustment mortgage and ! 
} one of which is to be junior only to the | 
undisturbed bonds and is to be subject | 
| to no limitation on the 
| which may be issued under it. 


amount of bonds 
One of 
these superior mortgages which 
thus permit to be created is also to be 


used to secure the major part of the new | 


money which the stockholders are to pro- 
vide. In other words this money is 
largely to be 
surrender. 


yearly net income may be diverted from 


the payment of interest on their new ad- 


‘justment bonds to capital expenditures, 
this interest not being cumulative until 
19380. 


Bondholders to Bear 


Burden of Changes 


The conclusion from these facts is 
escapable that the ‘sacrifice under 
proposed reorganization plan is a sacri- 
fice on the part of the holders of the 
defaulted bonds and that the stockhold- 


in- 


/ ers, Who were apparently wiped out by 

en- | 
with | 
to certain rights which | 
should have reason to be- | 
respected ; 


the foreclosure sale, are being restored 


to their original position with very little ; 


sacrifice. 
I shail not undertake to discuss this 
situation from the standpoint of the legal 


rights of the defaulted bondholders, but | 


rather from the standpoint of the public 
interest which we are enjoined by the 
statute to protect. Apparently such a 
reorganization is defended legally upon 
ground that additional funds 
essential to the success of the undertak- 
ing and “it may be impossible to obtain 


them unless stockholders are permitted | 


to contribute and retain an interest suf- 
ficiently valuable to move them.” But 
it would seem that this defense can only 
apply when the bondholders are them- 


. 2 . ; rer | selves unwilling to supply the additional | 
in practical effect is a reorganization of } 


| the financial structure of the old com- 


funds, something which they have been 
given no opportunity to do. And plainly 
here the stockholders have been given 
inducement much more than “sufficiently 
valuable to move them.” A further de- 
fense is that the bondholders, having ac- 
quired the property, are free to take in 
the stockholders on liberal terms if they 
think it expedient to do so. But such an 


|, argument disregards the rights of bond- 


holders who do not agree, to say noth- 
ing of the manner in which the assent 
of the majority was procured. 

Under the Statute which we administer, 
however, we have no concern with these 
matters except to the extent that they 
have a bearing upon the public interest. 
From such a standpoint there is much 
to be said in favor 
generosity in the treatment of stock- 
holders, especially where, as here, the 
stock has commanded high prices in the 
past and for the most part has beneath it 
an adequate margin of rate base value 
upon which the carrier is justly entitled 
to earn a reasonable return. It would be 
most unfortunate from the public view- 
point if they were to be wiped out. 

But there is another and a very im- 
portant side of the question from even 
this public point of view. If the Govern- 
ment is to assume, as it has assumed, 
the responsibility for the regulation of 
railroad security issues, it is assuredly 
vital to the economical financing of the 
properties and to the public interest gen- 
erally that the Government should, to 
the extent of its power, see to it that 
investors are treated with absolute good 
faith, and that the rights attaching to 
their securities are adequately protected. 


! IT am unable to reach the conclusion that 
| this has 


been done here. 

In this connection it 
in mind that it 
the bondholders, 
responsible for 
St. Paul in the 


must be borne 
is the stockholders, not 
who have been legally 
the management of the 
past, and in so far as 


| that management has been lax and has 
' contributed to the financial downfall of | 
is the stockholders who | 


the company, it 
must shoulder the blame. If 
ers are to realize avd be 
legal responsibilities. they should be 
made to carry at least their appropriate 
share of the load when their company 


stockhold- 
alive to their 


The | 
commit- | 


of | 


is | 
selling | 


therefore, small in any 


the | 
stoceaeceers at $4 per share amounts to | 
Assumine that the bonds in 

which they are required to invest are 


for | 


they | 


raised upon the strength | 
| of credit which the defaulted bondholders | 
The latter further agree that | 

up to $5,000,000 per year two-thirds of 


the | 


are | 


of forbearance and | 


| meets with disaster. There surely can be 
no justification for restoring them, with 
small sacrifice on their part, to a position 
in the new company 
paired power and security. 

The principal answer made to this 
criticism of the reorganization plan is 
that the great majority of the bond- 
holders have agreed to it. For the rea- 
sons which I have already given at some 


length, this apparent agreement is of no 


real weight. I direct attention again, at 
this point, to the opportunities for ma- 
nipulation and speculative profity which 
the stock affords in cases like this. Be- 


fore disaster arrives the financially-wise | 
| are forewarned and unload their holdings 
Upon the eve of receivership | 


of stock. 
those with inside information have the 
opportunity to profit by 
short. In the days immediately f 
ing receivership they have an opportun- 
ity to buy again at very low prices. And 
to the extent that the stock is gener- 


ously treated in the reorganization plan | 


opportunities for great profits are opened. 
It js well nigh impossible to prove 
definitely and specifically that advantage 


has been taken of those various oppor- 
tunities for manipulation and speculative | 
profit by supporters of the reorganiza- ; 
| Deemed to Be Irresponsible 
evidence which | 
Let it | 


tion plan; but as I have already shown 
we have here concrete 
points clearly in that direction. 
be remembered that the 20 largest hold- 
ers of the St. Paul stock are now brok- 
erage houses representing unknown 
clients. If the generous treatment of 
the stock in the reorganization plan were 
to accrue largely to the benefit of the 
stockholders who bought long ago at 
par or better it would be one thing;, but 


in fact it will accrue in very substantial | 


part to the benefit of speculators who 


have acquired their holdings for a mere | 


pittance, 

Ii is also suggested 
ditions prevailing when it was formu- 
lated. But under the statute we must 
pass upon it in the light of existing con- 
ditions. 


Approval Said to Be 
Choice of Lesser Evil 

As I understand their position, the 
majority of the Commission are not here 
authorizing the desired securities be- 
cause they regard all of the provisions 
of the reorganization plan with favor. 
On the contrary it is made quite clear in 
the final patagraphs of the report on the 
general investigation of St. Paul af- 
fairs that they recognize the “obvious 
shortcomings” of the plan. They find 
themselves faced with the alternatives of 
either approving a poor plan or com- 
pelling the negotiation of new agree- 
ments with the likelihood of further con- 
siderable delay and expense in taking 
the railroad out of receivership. In this 
dilemma they choose approval of the 
plan as the lesser evil in the public in- 
terest. Such a conclusion, it seems to 
me, is ill-considered. This is not the 
first time that the Commission has ap- 
proved reorganization plans upon such 
a theory, and in at least two instances 
there have been succes 
tions of the same property. The need for 
The effect upon the country of 
of this plan would be tonic. 
believe that 


cated. 
a rejection 
Moreover I 


made without undue difficulty. 
if delay ensued, it would be no dire mis- 
fortune for the property to remain a 
little longer in receivership. 
far been much improved during the re- 
ceivership, and doubtless this improve- 
ment would continue. 

An Alternative Plan: Having under- 
taken to criticize the proposed reorgani- 


zation plan I ought in fair play to sug- | 
gest an alternative, although the action | 
of the majority has made such a sug- 


gestion a work of supererogation. This 
alternative I shall merely outline broadly 
without attempting under the circum- 
stances to fill in the details. It under- 
takes to give effect to the following 
principles: 

(1) Provide a structure under which 
financing will be possible through stock 
as well as bond issues, even if the earn- 
ings do not prove as favorable in the 
future as it is hoped that they will be. 

(2) Give the form of stock with vot- 


which is dependent upon income. 


the part of creditors which will satisfy 
the demands of the public interest. 

I have not undertaken 
to deal with minor controversies be- 
the general and 
and the Puget Sound 
These controversies do not, I 
affect the public interest 
ciently to merit consideration by this 
Commission. The undue liberality to the 
stockholders in contrast with the bond- 


tion as between 
funding bonds 
bonds. 
think, 


importance. In the 
have endeavored to leave the stockhold- 
ers in a position which preserves their 
equity in the property and assures them 
of adequate compensation if the carrier 
proves able in the future to earn the fair 
return to which it is justly.entitled upon 
property value. 


Securities Are Listed 


Under Alternative Plan 

Stated in the order of priority the new 
securities under the alternative plan 
would be as follows (amounts in par 
value): 

Undisturbed bonds, including $22,129,- 
000 of guaranteed Terre Haute bonds, 
$182,130,960. 

First and refunding movtgage 
bonds to be issued thereunder at present 
but to be available without limitation for 
future financing. 

Prior preference stock, none to be 
issued at present but to be available 
without limitation for future financing, 
divident rates on particular issues to be 
fixed as circumstances may require 

First preferred stock, 5 per ceni, open 
for further issues, at other dividend 
rates if necessary, $289 1268, 7 

Second preferred stock, 5 5 per cent, but 
if noncumulative sharing with common 
stock in dividends at a_ higher rate, 
$118,845,800. 

Common stock, $75,000,000. 

Of the first preferred stock, 

115 would go to the Seesnd bond- 
holders and $60,676,672 to the stockhold- 
ers in return for their cash contributions. 
If it were thought desirable, the de- 
faulted bondholders could, without se- 
rious impairment of the plan, be given 30 
per cent in prior preference stock and 70 
per cent in first preferred, instead of 
100 per cent in the latter. Under the 
plan as set forth above, however, it is 
quite possible that this first preferred 
stock would provide for future financing 
und that issues of the prior preference 
stock would not be necessary. The 
ond preferred stock would go to 
present preferred stockholders, with 
» exception of the $5,000,000 for 





sec- 
the 
the 


the 


ie 


of practically unim- | 


selling stock | 
follow- | 


| dence 


that the plan | 
should be judged in the light of the con- | 


ve reorganiza- | 


a more positive policy is clearly indi- | 


reasonable | 
changes in the plan could and would be 
But even ! 


It has so | 


| the security holders are 


ing power to all securities the return on | 
(3) Require the least sacrifice upon | 


in this plan 


, . ‘itv *c such as > Is. | . ; } 
tween security holders, such as the — | above suggested are set forth in the hope 


suffi- | 


holders, on the other hand, is of major | 
plan, however, I | 


no 


Director General, and the common stock 
to the present common stockholdets. I | 
have reduced the amount of common 
stock to $75,000,000, because the evi- 
dence as to property value now before 


us does not fully support a larger issue. | 


This would not be a matter of serious 


' consequence to the common stockholders, 


however, for the value of their equity 
and the amount that they may receive in 
dividends would in any event be de- 
termined by future earnings and what- 
ever property value is finally determined. 
Some adjustments would probably be 
necessary on account of defaulied in- 
terest on bonds which the plan approved 
by the majority covers to the extent of 
20 per cent, and also ‘on account of un- 
secured creditors. These, however, are 
among the details which it seems 
necessary under the circumstances to 
work out. The same may be said of pos- 
sible limitations.on the voting rights of 
certain classes of the stock, and of the 
extent to which the preferred dividends 
should be made cumulative. No doubt 
dividends on the prior preferred stock 
should be cumulative, and probably divi- 
dends on the first preferred after 1930. 


Reorganization Method 


It remains to add a word as to present 
custom and practice with respect to the 
formulation of reorganization plans. The 
present case is illustrative. The evi- 
shows that for many years the 
St. Paul conducted all of its financial 
operations through Kuhn, Loeb & Com- 
pany, and later through that firm and 
the National City Company, at great 
profits to the bankers, particularly in 
the case of one indefensible transaction 
which is fully described in the report in 
the general investigation. The bankers 
now disclaim responsibility for the 
financial structure of the company, but 
whatever may have been their role in 
the past, during the months which im- 
mediately preceded the receivership they 
were clearly the dominant power. It 
was they who precipitated the receiver- 
ship, it was they who seem to 
selected at least one of the receivers, it 
was they who immediately thereafter had 
themselves constituted reorganization 
managers, it was they who named the 
chairmen of the committees formed for 
the ostensible purpose of protecting the 
interests of the bondholders and _ stock- 
holders, and it is they who are to name 
the directors of the new company. 

This impresses me as being an arbi- 
trary and irresponsible method of ef- 
fecting a reorganization and developing 
a plan therefor. Certain principles sug- 
gest themselves: 

(a) The public interest should be ade- 
quately represented, not in the final 
stage oniy, but from the beginning. 

(b) Bankers and lawyers must be em- 


ployed to assist in the preparation of the | 


plan, but they ought not to dominate its 
preparation. 


as expert advisers upon a strictly pro- 


| fessional and non-speculative basis. 


(c) Committees should be appointed to 
protect the interests of the various 
classes of security holders, but 
committees should be selected at meet- 
ings of the security holders called for 
the purpose and ought not to be selected 
by the reorganization managers 
selves or by other outside volunteers. 

(d) The reorganization managers 
should be wholly impartial and neutral, 
not affiliated with any group of security 
holders nor with any 
of bankers. 


(e) The plan should be submitted to | 


the Commission for its approval before 
asked to 
to it, and an opportunity should be af- 
forded for the presentation of protests at 
a public hearing. 

(f) There shouid be no dividend juris- 


diction, and for that reason the courts | 
should not be required to pass upon ques- | 


tions which have been or 
termined by the 
versa. 


are to be de- 
Commission, nor vice 


| Dissent Is Filed 


By Commissioner Levvis 

In the report in the general investiga- 
tion the Commission recommends a 
method of satisfying the principle stated 
in paragraph (e) above, and it would 
also improve the situation with respect 
to paragraph (a). This is an important 
and desirable step, but I doubt whether 
it will adequately meet the situation. 
These questions are of great public im- 
portance, and they invite and should have 
full and free discussion. The principles 


that they will aid in such discussion. 

I am authorized to say that Chairman 
Campbell and Commissioner MecManamy 
join in this dissent. 

* Lewis, Commissioner, dissenting: 

We are dealing here with a property 
of undetermined value for reorganization 
purposes. It is true that an analysis 
based on application of methods adopted 
by us in the O’Fallon recapture case 
produces a value of some $640,000,000. 
While this estimate was made by a wit- 
ness for applicant, it. was presented, it 


seems, merely as indicating a minimum | 


value. However, an “O’Fallon method” 
value would be only for purposes of rate 
making and recapture. 


this instance we have confirmation of the 
fact. We have $140,000,000 plus $182,- 
130,960 assumed underlying obligations, 
or $322,130,960 the price at which the 
court releases the property. And still 
this foreclosure sale price paid for re- 
lief of creditors, obviously does not 
measure the value of the property. The 
stock market’s current quotations for 
various securities “when issued” indi- 
cates an appraisal of $550,000,000; and 
there is every indication that that ap- 
praisal has in it a considerable “bull” 
element for there has been much specu- 
lation in these securities. 

Against these properties the majority 
gives governmental sanction to assump- 
tion and issuance of $708,651,549 of 
curities. This statement of total, how- 
ever, is subject to criticism for it in- 
cludes at $100 par the 1,174,060 shares of 
no par common stock which is to take 
the place of $117,406,000 of common 
stock of the old company. I shall refer 
to this later. 


se- 


Earning Power Offered 
As Reasonable Guidance 


What can be accepted as a sound basis 
of value for reorganization purposes? I 
can not conceive that it was the intent 
of Congress which requires us both to 
regulate securities and to value prop- 
erties that in exercising the first of these 
powers we should not bear in mind the 
fact of value. This is very clearly in- 
dicated in the consolidation sections of 
the act for there it is stipulated that 
value shall place the limit on securities 
that may be authorized. The answer to 
the question of what is a reasonable 
guide in this instance seems to lie in 
earning power—that, is, 


un- | 


have | 


They should be employed | 


those | 


them- | 


particular group | 


assent | 


| optimistic 


| 532,653 tor the 


We have recog- | 
nized that there are other values and in | 


' 807,174 annual liabilities 


ability to meet , issues of bonds as compared with 
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‘Four Dissenting Commissioners 
Contest View of Seven Colleagues 


Majority Decision Is Coneuee in Only in 


Part in Opinion Submitted by 


Twelfth 


Member of Commission. 


obligations created by securities which 
the government through its agent au- 
thorizes to be issued on this property as 
it comes out of receivership; also ability 
to finance future needs of capital. Here 
we are turned back to the cold record of 
performance, and have the privilege of 
looking reasonably into the future. The 
net railway operating income over the 
last 1512 years has been follows: 
Year 
June 30, 


as 


Ended 
1912 
1915 
1914 
1915 
1916 
1916 
1917 
1918 
1919 
1920 
1921 
1922 


318,560,676 


30,896,302 
21 ,657, 112 
1,100 267 


16,875,636 
18,594,606 
Deficit. 

It should be explained/that these fig- 
ures are intended to cover for all the 
years the mileage included in the 
operating figures in the last year far 
as that mileage was in existence in the 
earlier year. ry or example: The income of 
the Chicago, Terre Taute & Southeastern 
is included in all the years though not 
leased by the St. Paul until 1921. 


Summary Not Helpful 
To Point Conclusions 


While the span covered by the above 
summary of net includes the prewar 
period, the changes have been so funda- 
mental as to make it of little value in 
reaching a conclusion, though there may 
be those who may argue from the show- 
ing of more favorable net up to 1918 
that there is reason to believe that the 
properties under proper management 
should return to earnings once enjoyed. 
Likewise there should be dropped the 
period of depression which culminated 
in the deficit of $14,497,698 in 1920. The 
new period would seem to date from the 
readjustment of freight rates following 
the return of carriers to private control, 
which is reflected in a difference of 
seventeen and a half million dollars be- 
tween 1920 and 1921. It might be ob- 
served that the new period beginning in 
1920 marked a decided change also in 
general conditions in this country in 
which the section served by the St. Paul 
does not seem to have fared as well as 
the fast growing cities, the South and 
costal regions. This is one of the facts 
that should be borne in mind in fore- 
casting future earnings abilities of the 
reorganized St. Paul. 

While there have been fluctuations, 
net has shown a tendency to 
on the $18,000,00 Oline. The year 1923 
was a big year for all roads, and the 
St. Paul scored a peak of more than 
twenty million, but there was a drop 
the next year, a sag the next and 1926 
fell below both 1928 and 1924. This 
case was presented on the basis of an 
outlook on the future. We 
have closed a year of that future and 
have reports covering the first eleven 
months. 
compared with $148,107,540 in the same 
months of 1926. Expenses went up from 
$117,967,081 to $122,194,545. This, to- 
gether with an increase of $2,585,485 
expenditures on maintenance, resulted in 
$14,088,606 net as compared with $17,- 
same period in 1926, Net 
for December, 1925, and 
December, 1926, indicate 
1927 will show between 
$15,000,000 and $16,000,000, less tkan 
any year since 1922. The fact must be 
recognized that the St. Paul’s showing is 
depressed to the extent that the re- 
ceivers have been carrying a maintenance 
program which is about normal for both 
the St. Paul and the section in which 
it operates and which has contributed 
greatly to the condition of the road and 
service during receivership. 


so 


281,268 
.280 for 
that the year 


Profit Expected to Cover 
Fixed Interest Charges 


The new company is 


to 


authorized by 
the majority appear in the field of 
public service with a financial struc- 
ture carrying $15,665,489 of fixed interest 
charges. The earnings seem to cover 
that with a margin of safety. There 
then appears in the picture or that fu- 
ture which begins with the year 1930— 
less than two years distant—$9,143,685 
of adjustment mortgage bond interest 
charges. This annual lability which at- 
taches to the $182,873,693 of adjustment 
bonds falls just outside tne technical 
designation of “fixed charge: because in- 
terest is to be paid only when earned. 
It, however, is fixed and cumulative, and 
is senior to claims of stock to partici- 
pation in any earnings, and before :tock 
can participate there also is provision 
for diversion of earnings to capital ac- 
count. 

So down to $22,- 
and obligations 
ahead of stock. This is a million and a 
quarter greater total interest charges 
than accruing under the old financial bur- 
den on which the St. Paul went into re- 
ceivership. Is this a safe pla? to ap- 
prove? 

Submitting the conditions of 
St. Paul to a favorable analysis and ac- 
cepting the ¢act that maintenance ex- 
penditures can be cut and that new man- 
agement should bring or create new busi- 
ness, and indulging in the sanguine hope 
that there will be a healthy reversal of 
adverse conditions, there is little hope 
of the company being able to do more 
than meet its fixed charges and con- 
tingent cumulative obligation within any 
reasonable tme. Therefore it seems that 
the stock, both preferred and common, 
is destined to nothing more than stock 
market speculation for some time to 
come. With stocks that have only such 
value, the St. Paul must look to bond is- 
sues for new money which from almost 
the beginning of the new company’s op- 
erations must flow to it. These issues 
probably must carry priorities over bonds 
authorized by the majority decision, ex- 
cept the $182,150.960 of undisturbed un- 
derlying bonds. The effect must be still 
further to crowd stock out of use in 
financing. 

The tendency 


the analysis comes 


the new 


toward disproportionate 
stock, 


' at face, would represent 


| —that is, 


the | 
balance | 
| even to directors. 


The gross was $150,459,521 as | 


with all of the handicaps and evils result 
ing, which need not here be restated, 
must have been one of the reasons why 
decided to regulate the se- 
carriers. The act followed 
by various States which 
there be proper propor- 
tion of stocks and bonds. In this in- 
stance, however, the new St. Paul is 
authorized to start out with $288,526,056 
of bonded debt, which applicant on brief 
stresses as being only 41 per cent of the 
$707,000,000 valuation set up by includ« 
ing the no par stock at $100 face value, 
to which it demurs. If, however, this 
1,174,060 shares are given a value of 
only the $4 assessment, then the bonded 
debt is raised to 48.5 per cent. If, how- 
ever, the $182,873,693 of Adjustment 
Mortgage Bonds, with their 5 per cent 
interest obligation contingent as to pay- 
ment but cumulative, be looked upon as 
being what they are labeled, a ‘‘mort- 
gage” obligation, then the ratio is raised 
to bonds and 383.33 stock. How- 
ever, if thé no par common stock is to 
be counted in at $4, then the bonds, 
79.1 per cent of 
securities. 


Congress 
curities 
similar 
specified 


of 
action 
that 


66.67 


the total value of 


Relation of Securities 
To Total Valuation 
Take another basis of 
se-called ‘O’Fallon 
$640,000,000 the $288,500,000 “bonded 
debt” would be 45 per cent of the value, 
and if the Adjustment Mortgage Bonds 
be added, the ratio would ps bonds 73.65 
per cent, stock 26.35 per cent (ratio of 
$471,399,749 to $640,000,000). 

The new company is getting $9,300,- 
090 for $115,845,800 face par value of 
preferred stock, and 1,174,060 shares of 
no par common stock. In this way the 
stockholders in the defunct St. Paul are 
let into the new company. Anyone who 
reads the report covering the investiga- 
tion made into the causes of the St. Paul 
receivership, which is issued concurrently 
with this authorization of reorganization, 
must wonder just how these old stock- 
holders get into the new company on 
the terms offered. It must be recalled 
that they lost their property by neglect 
failure to manage it. ‘hey 
were sold out clean in the foreclosure, 
which transferred from them “all lien, 
right, title, interest, and equity of 
demption of the Railway Company, 
creditors and stockholders.” The bid-in 
price fell almost $120,000,000 short of 
netting a stockholder a cent. If the cred« 
itor bondholders favor letting the closed< 
out stockholders share in the new prop< 
erty it may be a question whether we 
should stand in the way of such magna 
nimity, if indeed it is true magnanimity. 
The record in this case and that of the 
investigation reveal some _ interesting 
conditions. First, inside stockolders un< 
loaded their holdings, and this extended . 
fhe record on which 

we are here acting reveals great buying 

of these stocks and their holding in large 
blocks by certain purchasers, and it tura 
ther leads to the conclusion that gens 
erally speaking the stockholders in the 
old company ivok thei sacrifice and that 
the stock in the new company’ goes to 
others than, taken as a whole, the stock- 
| holders of the old company. The ‘when 
issued” stocks had been bid up to approxi- 
mately $75,000,000 by last July and now 
stand at more than $82,000,000 on mar- 
ket quotations of for the common 
{| and 43's for the preferred. Before the 
reorganization plan was announced these 
stocks were down to $3 to $3.50 for the 
common and $7.50 for the preferred, and 
such low value is gven the reason 
for the assessmene of only $4 per 
share. The $80,000,000 or more to 
which the stocks have been carried on 
the market, however, indicates that there 
is capital to be realized by sale of stocks. 

The $92,500,000 is not designed for the 

purposes ot the new company except to 

the extent of that which may be left 
over from reorganization expenses. 


analysis: Of a 
method” value of 


re- 


its 


as 


Service of Public Interest 
By Proposals Discussed 

Applicant insists that under the statute 
our auty is to decide whether its propos- 
als are “appropriate” in the public ine 
terest. This unrealized stock value also 
indicates that it is not appropriate; that 
the public interest will be better served 
by rejecting it and permitting another 
pian to be brought forth that will turn 
into the carriers treasury the profits 
that scem to be destined to the pockets 
of those speculating in the stocks. 

The time has come, and the oppors 
tunity is here, to require a financial 
structure that is sound beyond question, 
and an organization strengthened by at ' 
least some of the suggestions for safe- 
guarding the mutual interests of the 
public and the carrier presented: by the 
majority report, our report on the in< 
vestigation into the receivership of the 
St. Paul and dissenting expressions. It 
seems to me that the act places on us 
the duty of requiring such a reorganiza-~ 
tion. it seems to me that we might 
well approve a financial structure in 
which fixed interest obligations might 
range from $13,663,489 up to fifteen or 
sixteen millions if that be necessary, but 
that on a record of past performance 
which shows that not since 1916 has this 
carrier had an earning which would clear 
it, we should not approve a plan which 
carries $22,807,174 of fixed and cumula- 
tive contingent interest liabilities. The 
record seems to indicate that the carrier 
would have the right to earn 6 per cent 
on something like $640,000,000 before re- 
capture. That being the case, there 
would lie beyond the $15,000,000 or $16,- 
000,000 of fixed annual interest, oppors 
tunity to develop a real equity repre- 
sented by stocks, and permit the com- 
pany to capitalize future needs by sale of 
stocks as well as bonds. Here was of- 
fered the opportunity to bring about a 
relationship between stocks and bonds, 
falling somewhat near a 50-50 ratio, or 
even 60 per cent bonds to 40 per cent 
stock. ¢ 

All investigations indicate that the 
property and services have improved. 
Therefore, so far as the public interest 
is concerned these scems to be no press- 
ing need for us to be spurred on to ap- 
proval of the reorganization plan simply 
because if it is rejected, or changed, i 
will take some time to prepare and sub- 
mit a new plan, and get the road out of 

‘ receivership, 
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Immigration 


Order of Deportation 


, Of Alien Who Is Wife 


Of Citizen Sustained 


Naturalization of Husband 
Completed After Immigra- 
tion Authorities Had 
Made Decision. 


UNITED STATES, ON THE RELATION OF 
ANGELA PAOLANTONIO, RELATRIX-AP- 
PEELANT, V. BENJAMIN Day, AS CoM- 
MISSIONER OF IMMIGRATION, RESPOND- 
ENT-APPELLEE. No. 122. Circuit Court 
or APPEALS FOR THE SECOND CIRCUIT. 
The immigration 


stitutional psychophatic inferiority at the 
time of her entry, and whose husband 
became a naturalized citizen of 


ordered. ss 
The full text of the opinion of the 
Court follows: 


Before Manton L. Hand, and Swan, |! 


Circuit Judges. 


Appeal from an order of the District | 


Court of the United States for the South- 
ern District of New York dismissing a 
writ of habeas corpus and 
the relatrix to the custody of the Com- 
missioner of Immigration at the Port of 
New York. Affirmed. 

Harry H. Hoffnagle, of New York City 
(McCready Sykes, of New: York City, of 
counsel), for appellant. 

Charles H. Tuttle, U. S. Atty., of New 
York City (Alvin McKinley Sylvester, 
Asst. U. S. Atty., of Brooklyn, N. Y., of 
counsel), for appellee. 

Question of Deportation. 

Swan, Circuit Judge. The question 
raised by this appeal is whether the im- 
migration authorities are empowered to 
deport an alien woman, who was of con- 
stitutional psychopathic inferiority at the 
time of her entry, and whose husband be- 
come a naturalized citizen of the United 
States after her deportation was ordered. 

The facts which present this question 
are the following: Husband and wife 
were married in Italy, both being na- 
tives and citizens of that country. There- 
after, on August 28, 1920, they arrived 
at the port of New York and were ad- 
mitted for permanent residence. They 
have continued to reside here ever since. 

In April, 1925, the wife was placed by 
her husband in the Brooklyn State Hos- 
pital, and on July 11925, a certificate 
was issued by the New York State Hos- 
pital Commission to the effect that she 
had become an insane public charge, 
due to causes existing prior to her land- 
ing in this country. 

In consequence, a warrant for her ar- 


rest, dated July 18, 1925, was issued by | 


the immigration authorities, charging 
that she was an alien who had entered 
the United States in violation of the In- 
migration Act of February 5, 1917 (8 
USCA section 101 et seq.), in that she 
was a person of constitutional psycho- 
pathic inferiority at the time of her en- 
try, and in that she has become a public 
charge in the Brooklyn State Hospital 
within five years after her entry 
firmatively shown to have arisen sub- 
sequent thereto. 

The warrant also charged that she was 
a person likely to become a public charge 
at the time of her entry, but this ground 
for deportation is no longer pressed. 

Execution of Order Delayed. 

Aftre hearings, begun August 
before an immigration inspector at E 
Island, a decision was rendered sustain- 
ing the charges, 
ber “21, 1925, the 
ordered her deportation. 
reasons, not nec 
tion of the order w: 
tember 14, 1926, 
Paolantonio, g tted 
zenship in Eastern district 
New York. Thereupon he _ sought 
to reopen the hearings in his 
wife’s case, contending that the immi- 
gration authorities were no longer vested 
with power to deport her. Failing in 
his request to have the case reopened, 
he sued out on her behalf the writ of 
habeas c¢ ; v before us on appeal. 

An addi 
sympathy, t cannot affect leg, 

stion, is that three children have 

been born to the husband and wife dur 
ing th residence in this country. § 
the wife’s commitment to the hospi 
the children have been in the care 
the Department of Public Charities of 
the City of New York, the 
ing $10 per week for their support. 


Secretary of Labor 
For adequate 


Nicolo 


to citi- 


the band 


the 


of 


Both Aliens at Time of Order. 
When the order of deportation was is- 
sued, the relatrix was an alien and her 
husband was If the order had 
been imme tely executed, the validity 
of her deportation would have been be- 
yond question. Section 1 of the Immi- 
Act of 1917 (39 Stat. 874 [8 
173]) defines ‘alien’ to in- 
clude “any person not a native-born or 
naturalized citizen of the United 
section 3 (8 USCA § 136) 
lasses of aliens to be 
ion into the United 
titutional psycho- 
section 


gration 


USCA § 


States”; 
places among the « 
excluded from admiss 
St “persons of cor 
pathic inferiority”: 
USCA § 155) that at any time 
within five years after entry any alien 
who at the time of entry was a member 
of one of the classes excluded by law, 
or any alien who within five years after 
entry becomes a public charge from 
causes not affirmatively shown to have 
arisen subsequent to landing, may be 
taken ‘into custody and deported. 

There was evidence ample to justify 
the action of the immigration author- 
ities, 
cour 
States v. 
F. (2d) 

But it is urged that after the hus- 
band’s naturalization the act of 1917 
ceased to be applicable to the relatrix. 
The argument is that “alien” 
of 1917 must always mean what it 
meant when the act was passed; that 
when the act was passed the wife of an 
American citizen was not deportable, 
as was ‘ield in United States v. Tod (C, 
C. A. 2), 285 F. 523, 26 A. L. R. 1316; 
and, therefore, that such a wife was not 
an “alien” within the meaning of the 
act. 


ates 


ny 
provid 


United 
A.), 15 


s cannot review its weight. 
Commissioner (C. C. 


Law Changed in 1922, 
But the reason that the wife of a 
naturalized citizen was not deportable 


was because the husband’s citizenship | 
caused her to cease to be an alien, for | 
she herself became a citizen by virtue of | 


section 1994 of the Revised Statutes: 
“Any woman who is now or may here- 
after be married to a citizen of the 


[Continued on Page 12,Column 1.] 


authorities in this | 
case were held to be empowered to de- | 
port an alien woman, who was of con- | 


the | 
United States after her deportation was | 


remanding } 


into | 
the United States from causes not af- | 


1, 1925,.4 
and thereafter on Octo- , 


ry to specify, execu- , 
as delayed. On Sep- | 


of | 


jusband pay- | 


id (8 5 


and under such circumstances, the |! 


in the act 
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TRAITEL MARBLE COMPANY, PLAINTIFF- 
APPELLEE, V. U. T. HUNGERFORD BRASS 
AND Copper CoMPANY, No. 148; Cir- 
cuir Court oF APPEALS, SECOND CIR- 
cUIT. 





‘upon claims 4, 5, 6 and 7 of patent 


| 1451491 to Seward H. Calkins for a pat- | ret r 
| and it is a matter of indifference which 
of the patents issued first, provided that | 


tern and guide strip for terrazzo floor- 
| ing. 

* Besides discussing the defenses of 
prior art and double patenting, Judge 
Hand discussed the effect of the paten- 
tee’s abandoning certain related subject 
matter to the invention in controversy 
in a reissue patent, the original applica- 


application of patent in issue. 

Samuel E. Darby, Jr., of New York 
City, for appellant. 
| of New York City, for appellee. 

Before Manton, L. Hand and Swan, 
| Circuit Judges. 


Learned Hand( follows: 
Appeal from a decree of the District 
| Court for the Southern District of New 


York, granting a preliminary injunction | 


upon claims 4, 5, 6 and 7 of patent 
1451491, to Seward H. Calkins for a 
pattern and guide strip for terrazzo 
| flooring. 


are described in the decision of this 
court in a suit between the same par- 
ties upon Calkins’ earlier patent, reis- 
sue 15824, reported in 18 F. (2d) 66 
That 


Page 524 (Volume II). patent 


was originally applied for on November | 


15, 1919, and issued on March 15, 1921. 
It was reissued on April 29, 1924, the 
claims being narrowed, as will be here- 
inafter shown. 

The patent in suit was applied for on 
August 31, 1920, and issued on April 10, 
1923, before the application for reis- 
sue of the earlier patent had been filed. 


Flexible Metal Strip Used 
To Lay Terrazzo Flooring 
In both patents a flexible metal strip 


is used to lay out into patterns the up- | 


per terrazzo layer of a concrete floor- 
This layer is of a depth equal only 
to half the width of the strip, which 
must in consequence, be forced down into 
the wet layer of concrete. 

The lower half of the strip is slit 
at intervals, and the material struck 
out from the slits is bent up at right 
angles to the strip alternately on eppo- 
site sides, $0 that the resulting “ears” 
form stops for the descent of the strip 
into the concrete. In the original dis- 
closure, the slits went to the lower edge 
of the strip, so that the “ears” projected 
laterally for half the width of the strip. 

The only difference between this and 
the claims in that “ears” 
less width are struck out, leaving the 
lower edge of the strip continuous. 

Various advantages are asserted for 
this construction: First, a continuous 
edge is easier to drive into the con- 


ie 
ng. 


suit is 


crete; that is, a discontinuous edge is | 
more likely to be bent to one side in its | 


descent. Again, “ears” of less width 
are more useful, since the bond is not 
yerfect between the brass of the strip 
and the concrete or terrazzo, and it is 


desirable to make as small as possible | 


the area of such imperfect bond. 

The original claims ~* the first patent 
did not specifically limit the monopoly 
ips slit through to their lower edge, 
and for this reason the patent was held 
void in a suit between the natentee and 
another party. Fearing the correctness 
of this ruling. the patentee took out the 
reissue, then limiting his claims specifi- 
cally to the only disclosure in the spe 
ifications; that is, the i 
lower edge. 


to strij 


aiscontinuous 


Reissue Application 

Based on Narrower Claims 

In his application for the rei 

abandoning the old claims, the p tee 
| stated that, if not so limited, they would 
be anticipated by those references which 
had proved fatal to the suit just men- 
tioned. On that showing he procured his 
narrower reissue claims. 

In the suit between the parties hereto 
upon the reissued patent, this court held 
that, while there would have been no 
inve on in cutting the strip through 

lower edge, had the earlier ref- 


‘t, which may evoke | 


pations, they were not such, and that, 
although the original claims had been 
i no harm was done by the re- 
issue, 
The decision in suit upon the original 


thus discredited, the patentee took heart, 
brought this suit upon the second pat- 
and obtained the preliminary in- 
| junction now on appeal, although the pat- 
ent has not been adjudicated. 

The defenses raised are the invalidity 
the invention as a whole by reason 
of its anticipation by a new reference, 
the British patent to Mainzer, 3947 


ent, 


of 


(1901); the abandonment of the claims | 


in suit by the application for reissue; 
double patenting; anticipation by the 
earlier patent as part of the prior art. 
Attack Upon Invention 
Answered Previously 

L. Hand, Circuit Judge (after stating 
the facts as above): The general attack 
upon the invention we answered in our 
| earlier opinion, and we need add noth- 
ing to what we there said, except in so 
far as Mainzer’s patent may be thought 
to affect the result, 

It is quite plain that Mainzer had no 
such notion as Calkins. It is ouite true 
that he disclosed brass strips, in some 
instances sunk into the concrete, to mark 
out the pattern of the mosaic, and that 
he spoke of lugs and notches in the strip 
to prevent it from working loose. So 
far as his drawings disclose, these lugs 
| and notches are either in the concrete 
; or in the terrazzo, never at the junc- 
| ture of the two. 

In any event, there is no suggestion 
that “ears” shall be struck out from the 
strips to serve as stops for the descent 
of the strip as it is pushed into the con- 
crete. Indeed, some of the figures show 
| flanges actually buried in the concrete 
| itself, which presupposes théir place- 

nent before the concrete bed is finished. 
| We think that the District Judge was 
| quite right in ignoring such a reference, 


A preliminary injunction was granted | 
| over the earliey disclosure. 


} sion in 
| U. S. 186, 14 S. Ct. 310, 38 L. Ed. 121, 


tion of which was copending with the | 





Robert W. Hardie, | 


The full text of the | 


opinion of the court, rendered by Judge | 
| Co., 191 F. 350 [C. C. A. 8]). 
suance of the first paterit does not aban- | 


| between separate inventors. 
(The United States Dailv. Yearly Index | 


| alone is 
| claims are for one feature of the dis- 


of } 


| of that situation 





| was 





\ 
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Naturalization 


‘Patent Claims for Pattern and Guide Strip 
For Terrazzo Flooring Valid and Infringed 


Appellate Court Discusses Effect of Abandoning Related 
Subject Matter to Invention in Reissue Patent. 


even upon motion for a preliminary in- 
junction. 


Calkins’ earlier patent was not part of | 
the prior art, and it is not necessary | 


to the validity of the glaims in suit that 
they should embody a patentable advance 


The two applications were copending, 
the claims are for separate inventions. 
This was held after elaborate 


Miller v. Eagle Mfg. Co., 151 


and had been already decided in Suffolk 


Co. v. Haydeen, 3 Wall. 315, 18 L. Ed. | 


It has often been decided in this 


76. 


court (Electric Co. v. Brush Co., 52 F. | 
130; Thomson, etc., Co. v. Elmira, etc., | 
Co., 71 F. 396; Kinnear Mfg. Co. v. Wil- | 


142 F. 970; Victor, ete. Co. v. 


son, 


Ohio Brass Co., 80 F. 712 [C. C. A. 6]; 
Century, etc., Co. v. Westinghouse, etc., 


don the unclaimed matter in its dis- 


discus- | 


} American, ete., Co., 145 F. 350), and is | 
the law elsewhere (Thomson, etc., Co. v. | 


The is- | 


closure, the pendency of the second ap- | 


,plication rebutting any such inference. 


Milburn Case Involved 


| Only Priority of Invention 


The general features of the invention 
| 270 U. S. 890, 46S. Ct. 324, 70 L. Ed. 


Milburn, etc., Co. v. Davis, etc., Co., 


651, was concerned with quite another | 
issue, that of the priority of invention | 


It held that | 


upon that issue the disclosure, not the | 
claims, of an unissued application was | 


what mattered, and that applications 
should be treated like issued patents. 
It did not, because it could not, lay 


| down any rule respecting abandonment, 
| or what was the effect upon the rights 


of an inventor of allowing one of sev- 
eral applications to go to issue. What- 


ever may appear to the contrary in Na- | 


ational, etc., Co. v. Automatic, etc., Co., 
15 F. (2d) 257 (C. C. A. 2), 


must be | 


understood as not necessary to the de- | 


‘ cision of that case. 


Therefore all we have to do in the 
case at bar is to decide whether the 
claims in suit are for a seperate inven- 
tion from the original claims allowed 
upon the first application. Clearly the 
test of this question is not whether the 
step between the later claims and the 
earlier required invention. 

The whole discussion in the books pre- 
supposes that the disclosure would be fa- 
tal to the new claims, if it were a part 
of the prior art, and upon the issue of 
invention the disclosure, not the claims, 
relevant. Where the earlier 


closure and the later for another, no 
lier claims are generic and the later spe- 


cific, or vice versa, the matter is not so 
plain. 


| difficultyu can arise; but where the ear- | 


We shall for argument assume that the | 


original claims of the first patent need 


closure, and, if so, they covered both con- 


| not have ben strictly limited to the dis- | 


tinuous and discontinuous lower edges. | 


Nevertheless, the continuous edge was 


not originally shown, and the claims in } 
suit added it as a new feature, designed | 


to effect a result which would not fol- 


low upon the practice of the first dis- | 
closure, except in case it had been delib- | 


erately varied. 


Species Claim May 


| Be Good Invention 


It is familiar law that a species 
claim may be a good invention, not- 
withstanding that the genus is 
ready in the public demesne, which im- 
plies that it is a separate invention, and 
the case at bar is ts much an instance 
as though the dis- 
tinction between the old and new claims 
were patentable. The point was raised 
and distcussed in Thomson-Houston Co. 
y. Ohio Brass Co., supra, in a case where 
the generic patent issued last, a much 
more serious situation for the patentee. 


al- | 


Next, as to the claim of abandonment. | 


It is quite true that the patentee, timid 
after his initial defeat, abandoned all his 
original claims in the first patent. At 


| that time he had procured the patent in | 


suit, which had secured to him a part— | 


perhaps, indeed, the whole—of 
which he so abandoned. 
The logic of his position therefore 


! ’ | necessarily involved the invalidity of the 
erences been otherwise adequate antici- ! 


second patent. Indeed, he gave as his 
only reason for the reissue that the con- 


his invention, to be valid at all, must be 


that 


| tinuous edge was old in the art, and that | 


limited to slits running to the bottom. |! 


, | If, therefore, his belief as to the validity 
claims of the first patent having been 


of the claims in suit, and his action upon } 


it in that application, be relevant, the 
case would end. 
Abandonment Is Not 
A Question of Opinion 

However, while 
question of intent, it is not a question 
of opinion. 


ticle. 
pres 


He must do something which ex- 
Ss a purpose to dedicate his dis- 


| closure to the public. 


It is quite true that, so far as_ the 
earlier patent was concerned, he aban- 
doned all the disclosure but what the re- 
issued claims covered. No doubt, had 
he supposed it necessary, he would have 


also abandoned the claims in suit; but | 


he did not. His action was limited to 
the patent which he was dealing with, 
and his intent must be so limited as well. 


If the point is a good one at all, it | 


must therefore be, not because he in- 
tended to abandon his later claims, but 
because the inconsistency of his position 
upon the reissue and on this suit is fatal 
to his case. Mere inconsistency is noth- 
ing, if no one be prejudiced. Here there 
can be no public prejudice, unless it 
necessary to obtain the reissued 
claims, not only to abandon the original 


| claims ingthat patent, but all claims else- 


where which covered the same matter. 
We can see no reason for such a conclu- 
sion. 

He might reduce his original claims 
as he pleased; the consideration for 
them remained only so much of the dis- 
closure as they covered. As for the rest, 
it was not necessary for their support, 


and was, as it were, a mere gratuity to | 


the public. And so we can see no rea- 
son to force the effect of his action be- 


abandonment is a | 


A patentee may say to 20 | 
people that he thinks his patent void, | 
and it will not affect his rights a par- | 
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laches on the part of his vendor the fact remains that the purchaser is not re- 
lieved from any laches chargeable to the vendor.—Westinghouse Electric Co. 


y. Jeffrey-De Witt Insulator Co. 


(Circuit Court of Appeals, Secohd Circuit).— 


Yearly Index Page 3202, Col. 6 (Volume II). 


PATENTS: 


Infringement: Intervening Statutory Bar More than Two Years 


Before Filing of Division Application—Where patentee filed original ap- 
plication in 1913 disclosing but not claiming the subject matter in issue, and 
in December, 1917, the original case went to issue, the patentee just prior to 
this issue filing the divisional application upon which the instant application 
issued; and defendant entered the field and sold ‘commercial devices embody- 
ing the subject matter of the claims in issue more than two years before the 
filing of the divisional case; it was held that there was an expiration of the 
two-year limit prima facie which limit should be applied to divisional applica- 
tions and the plaintiff not having proven circumstances justifying the delay, 
the patent is declared invalid——Westinghouse Electric Co. v. Jeffrey-De Witt 


Insulator Co. 
3202, Col. 6 (Colume II). 


PATENTS: Infringement: 
b 


Divisional Application: 


(Circuit Court of Appeals, Second Circuit).—Yearly Index Page 


Intervening Statutory 


ar more than two years prior to the filing of divisional application is 
fatal to the validity of the patent granted upon such application.—Westing- 


house Electric Co. v. Jeffrey-De Witt Insulator Co. 


(Circuit Court of Appeals, 


2nd Circuit).—Yearly Index Page 8202, Col. 6 (Volume II). 


Supreme Court 


Reference to articles covering arguments before the Supreme Court will 
be found under the heading “Supreme Court” in the News Summary on the 


back page. 


The day call for the Supreme Court of the United States for January 
12 and the Journal for January 11 will be found on Page 12. 


yond his intent, or to forfeit a patent 
which he never meant to abandon, 

The last question is of double patent- 
ing, as to which it might be enough to 
say that it is not pleaded. However, 


and its answer is really involved in 
what we have already said, we will not 
leave it open. The defense is good only 
when the claims are the same, and the 
discussion in Miller v. Eagle Mfg. Co., 
supra, was really of this point. 

As we have held that the original 
claims and the claims in suit are not the 
same, the defense fails. It is, indeed, 
quite true that Calkins gets a protection 
for more than 17 years for the con- 
tinuous edged strip. He got it during 
the _existence of the original 


‘ 


in suit, 


| a single inventor. 
as the question is likely to arise later, | 





generic | 
| claims, and he gets it from the claims | (C. C. A.) 80 F. 712, 726, 727. 


Yet it is never an objection to an im- 
provement patent that an earlier generic 
patent has covered the same structure, 
and each is valid, though taken out by 


L O’Reilly v. Morse, 
15 How. 61, 122, 133, 134, 14 L. Ed. 601. 
This is precisely the same.situation, ex- 
cept that, because the applications were 


| copending, it iss not necessary that the 
| improvement should be an invention over 


the matters disclosed in the other ap- 
plication. 


Insulators 








| the 
| claims sued on, claim 1 being typical | 


| tion 





| popularity, 


; end portions 





; 1915. 





In view of the fact that the date of ! 


issue of an application is beyond the 
control of the applicant, the chance of 
so extending the monopoly is dis- 
regarded, and it makes no difference 
which of the applications issues first. 
Thomson-Houston Co. v. Ohio Brass Co. 


Decree affirmed. November 1, 1927, 


| Hand, Circuit Judges. 
| the opinion, rendered by Judge Manton, 
| follows: | 
Appeal from the District Court for | 
| the Southern District of New York, Suit | 
for infringement of patent No. 1373576. | 


‘AuTHoRIZED STATEMENTS ONLY ARE PRESENTED HEREIN, BEING 
PusBLIsHED WiTHouT CoMMENT BY THE UNITED STATES DAILY. 


Patents 


| Public Use Two Years Prior to Application 


Made Patent on Electric Insulator Invalid 


Court Holds Sale of Defendant’s Device on Open Market 
Defeats Plaintiff's Claim of Infringement. 


WESTINGHOUSE ELECTRIC AND MANUFAC- 
TURING COMPANY, PLAINTIFF-APPEL- 
LANT, V, JEFFREY-DE Witt INSULATOR 
ComMPANY; No. 19, OcToBER TERM, 
1927; Circuit CourT oF APPEALS, SEC- 
OND CIRCUIT. 

Where there was an intervening stat- 
utory bar of public use for more than 
two years prior to the filing of the di- 
visional application, in the patent of 
which is in issue, said patent was de- 
clared invalid. 

Appeal from District Court of South- 
ern District of New York. 

Victor S. Beam and John Kerr, both of 
New York City, for appellant. 

William S. Hodges, of Washington, 
and Oscar S. Blinn, of New York City, 
for appellee. 

Before Manton, Swan and Augustus 


Decree for defendant; plaintiff appeals. 
Affirmed. 


| Suit for Infringement 


Of Patent on Insulator 
Manton, Circuit Judge. 
for an electric insulator. 


application upon which this patent was 
granted was filed December 17, 1917. 
The invention relates to insulators for 


| high-tension electric lines, such as power 


transmission lines, but particularly of 
suspension type. There are 


and providing (a) a dielectric body hav- 


ing two end portions and a middle por- | 
ends | 
| which take the tension load; (b) metallic | 
| rods arranged in a circle to take up the 


intermediate between the 


stress of the external attachment and 
engaging the ends of the insulator body; 
(c) means for distributing the external 
mechanical load, which means consist of 


| the plates to which said rods are at- | 
| tached. 
Claim 2 differs from claim 1 in stat- | 


ing that the groups of rods are sym- 
metrically arranged, instead of 
metrically arranged 


Claim 4 omits the reference to the 
uniform distribution of the mechanical 
tension stress, but includes the fact that 
the two sets of progs are of different 


Claim 6 contains another functional 
statement, describing an insulator con- 


structed of dielectric material with metal | 


prongs imbedded in the ends. 
Defense of Equitable 


| Estoppel Interposed 


In addition to the defense of invalidity 


| of the patent and noninfringement by 


tha appellee, a defense of equitable 


| estoppel was interposed, arising from 
' laches on the part of both the appellant 


and the inventor. 
On May 16, 1913, an application for a 


| patent was filed by the inventor, Thomas, 
| which eventuated 
| 1250387. 
| by that application covered the subject- 
| matter of the present patent, which was 
, granted after a division. 


in the patent, No. 
None of the claims disclosed 


It resulted in 


the patent in suit. The subject-mat- 


| of the patent was illustrated and de- 
| scribed in the earlier patent, but it was 
; not claimed in any form. 


On August 7, 1913, the Patent Office 


required Thomas to elect which of the 


several inventions claimed in his orig- 
inal case he wished to retain therein- 


| and directed that the claims of all the 


other forms be cancelled. By amendment 


| of July 25, 1914, he complied with these 
| requirements, whic hare now embodied 
| in patent No. 1250387. 


illustration and description of the struc- 
ture for the patent in suit. 


From July 29, 1914, until December | 


17, 1917, no attempt was made to assert 


| his right to the claim based upon the 
subject-matter now found. in the patent | 


in suit. It “was one day prior to the 


| issue of the parent patent that he filed | 
a divisional application, which resulted | 


in the issue of patent No. 1373576. 


| Therefore for three years there was no 


attempt to claim the invention fn suit, 
or to protect it im-any way. 

No advices were given to the appellee 
of his expectation to obtain or seek the 


| patent protection of this subject-matter, | 


and it appears that the appellee’s in- 
sulator has been on the market, adver- 


tised and for sale, since the summer of | 
In the fall of 1915, the appellee’s | 


predecessor, from whom it obtained title, 
entered into a contract for the manufac- 
ture of the insulators developed by it and 
now alleged to be an infringement. 

It is clear that in the summer of 1915 


The full text of | 





Six | 





sym- | 
around a circle. | 
Claim 3 differs in a functional statement | 
that no particular portion of the brittle | 
| material will receive more than its share | 


| of the total tension stress. | have modified that 


Claim 5 contains a specific | 
limitation, not found in the first four | 
| claims, that the rods are confined to the | 
of the brittle material. 


| circumstances 


He retained the | 





appellee’s insulator was perfected and 
offered for sale. Advertisement matter 
relating to this insulator was widely cir- 
culated, and transmission engineers were 
said to be interested in purchasing the 
product. The evidence conclusively shows 
that from December, 1915, the earliest 
device alleged to*be an infringement was 
on the market as a commercial and prac- 
tical product, and that its manufacture 

ntinued without substantial change as 
to design and structure, and sales were 
made, ,increasing in number as time 
passed@ 


These sales took place more than two 


| years prior to December 17, 1917, when 


the divisional application was made. 
While the patent did not issue until 
April 25, 1921, and the appellant did not 
gain title until September 14, 1921, the 
fact remains the purchaser is not re- 
lieved from any laches chargeable to the 
vendor. Tompkins v. St. Regis Paper 
Co. (C. C. A.) 236 F. 221. 

It also appears that the appellant took 
no action until September 20, 1922, when 
it mailed a letter claiming that its pat- 
ent was being infringed. There would 
seem to have been, therefore, not only 
delay between the date of the patent and 
the filing of the suit, but also a delay 
between July 29, 1914, and the date of 


. .. .. | the divisional application, which was un- 
| This suit is | 

for infringement of patent No. 1373576, 
The original | 
| application was filed May 16, 1913, the 


| reasonable, in and during which time 


the appellee had entered the field and 
developed its industry. Woodbridge v. 
U. S., 263 U. S. 50, 44 S. Ct. 45, 68 L. 
Ed. 159. ji 


| Statutory Bar Prevents 
| Appellant From Succeeding 


Moreover, there is a statutory bar 
(section 4886, Rev. Stat. [85 U. S. C. A. 
section 31; Comp. St. section 9430]) 
which prevents the appellant from suc- 
ceeding, for there was a sale of the in- 
vention more than two years prior to the 
filing of the application upon which the 
patent was granted. This invalidates 


| the patent. 


The patent being a division of an 
earlier parent patent, the courts have 
held that in the absence of laches, or 
estoppel of intervening rights, the rights 
under a divisional patent relate back to 
the date of the filing of the original ap- 
plication, and are in no way affected by 
an intervening bar; this, upon the theory 
that there could be no estoppel short of 
actual proof of abandonment. 

But recent cases in the Supreme Court 
‘ rule. Chapman v. 
Wintroath, 252 U. S. 126, 40 S. Ct. 234, 
64 L. Ed. 491, and Webster Electric Co. 
v. Splitdorf Co., 264 U. S. 463, 44 S. Ct. 
342, 68 L. Ed.-792. 

In the Chapman case, the court as- 
serted that a divisional application would 
have to stand on its own merits, so far 
as an indipendent patent of more than 
two years was concerned. And the ef- 
fect of this decision is that an interven- 
ing statutory bar, more than two years 
prior to the filing of a divisional ap- 
plication, is fatal to the validity of the 
patent granted upon such an application. 

We later said, in American Laundry 


| Machinery Co. v. Prosperity Co. (D. C.) 


295 F. 819, that it was not intended by 
the decision in the Chapman case to up- 
set without comment such, practice rela- 
tive to divisional application. 


Time Limit Applicable 


To Divisional Applications 


The Supreme Court, however, in Web- 

ster v. Splitdorf, supra, which did not 
involve a divisional application, but in 
which claims had been introduced in a 
pending application for the purpose of 
interference more than two years after 
the patent had issued, which has orig- 
inally contained the claims, said that, in 
cases involving laches, equitable eston- 
pels, or intervening private or public 
rights, the two-year time limit prima 
facie applied to divisional applications, 
and can only be avoided by the proof of 
justifying the. longer 
delay. 
_. The effect of these decisions is that, 
if there is an intervening patent issued 
more than two years prior to the filing 
of a divisional application, the burden 
is imposed upon the divisional applicant 
or patentee to prove circumstances justi- 
fying the delay. This rule is applicable 
to any statutory bar, such as a public 
use or sale. 

Here, on December 2, 1915, more than 
two years prior to December 17, 1917, the 
date of filing the divisional application, 
the insulators of the appellee were ac. 
tually marketed and sales effected, 


1 Be ce ; : : 
| There was no proof of special circum- 


[Continued on Page 11, Column i:) 
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ONLY ARE 
PuBLISHED WitHout COMMENT BY THE UNITED STATES 


BEING 
DAILY. 


PRESENTED HEREIN, 


Bills and Resolutions 
Introduced in Congress 


Following is a list of public bills and resolutions introduced in the 
Houses of Congress and classified similarly to the “Code of Laws 


of the United States in force December 6, 1926.” 


the member 
which _ it 


the measure, 
committee to 


of 


Tithe 5—Executive De part- 
ments and Government’ Offi- 


cers and Employes 


H. R. 7908. Mr. Lehlbach, N, J., to author- 
ize the granting of leave to ex-service men 
and women to attend the annual convention 
of the United Spanish War Veterans+ and 
auxiliary in Habana, Cuba, in 1928; Civil 
Service. 

H. R. 7928. Mr. Oldfield, Ark., to authorize 
the President to classify certain positions 
under the civil service; Civil Service. 

H. R. 7943. Mr. Mead, N. Y., to amend the 
act entitled “An act for the retirement of 
employes in the classified civil service, and 
for other purposes,” approved May 22, 1920, 
and acts amendatory thereof, approved July 
3, 1926; Civil Service. 


Tithe 7—Agriculture 

H. R. 7920. Mr. Gregory, Ky., authorizing 
and directing the Secretary of Agriculture 
to establish and maintain a dairy and live- 
stock experiment station at Mayfield, Ky.; 
Agriculture. . 

H. R. 7940. Mr. Haugen, Iowa, to establish 
a Federal farm board to aid in the orderly 
marketing and in the control and disposi- 
tion of the surplus of agricultural commodi- 
ties in interstate and foreign commerce; 
Agriculture. J 

H. R. 7942. Mr. McKeown, Okla., authoriz- 
ing an appropriation of $300,000 for the pur- 
chase of cottonseed, kaffir seed, milo maize 
seed, and seed grain to be supplied to farm- 
ers in the pest and flood stricken areas 
of the State of Oklahoma; Agriculture. 

S. 2328. Mr. Phipps, to promote the de- 
velopment, protection, and utilization of 
grazing facilities with national forests, and 
for other purposes; Agriculture and For- 
estry. 

S. 2329. Mr. Phipps, to promote the de- 
velopment, protection, and utilization of 
grazing resources on public lands, to stab- 
ilize the range stock-raising industry, and 
for other purposes; Public Lands and 
Surveys. 


Title 8—Aliens and Citizenship 

S. 2370. Mr. Reed, Pa., to amend section 
24 of the immigration act of 1917; Im- 
migration. 


Title 10O—Army 

H. R. 7924. Mr. Wainwright, N. Y., to 
prohibit the training of any person after 
his twenty-fourth birthday in the citizens’ 
military training camps; Military Affairs. 

H. R. 7932. Mr. Houston, Hawaii, to au- 
thorize appropriations for construction at 
military posts, and for other purposes; 
Military Affairs. 

H. R. 7937. Mr. Furlow, Minn., to author- 
ize mapping agencies of the Government 
to assist in preparation of military maps; 
Military Affairs. 

H. R. 7938. Mr. Furlow, Minn., to regulate 
sales by utilities in the Army; Military 
Affairs. 

H. R. 7939. Mr. Furlow, Minn., to author- 
ize settlement of damages to persons and 
property by Army aircraft; Military Affairs. 

H. R. 7944. Mr. Moore, Va., to authorize 
appropriations for construction at military 
posts, and for other purposes; Military 
Affairs. 

S. 2307. Mr. Nye (by request), to pro- 
vide further for the disposal of abandoned 
military reservations in the Territory of 
Alaska, including Signal Corps. stations 
and rights of way; Public Lands and 
Surveys. 

S. 2373. Mr. 
promotion list officers 
to prescribe the 
tion, and for 
Affairs. 
S. 2374. 


limited 


Reed, Pa., to define 
of the Army 
method of their 


other purposes; 


the 
and 
promo- 
Military 
Mr. Reed, Pa., to combine the 
and unlimited retired lists of the 
Army into one list, and for other pur- 
poses; Military Affairs. 

S. 2375. Mr. Reed, Pa., to provide for 
retirement of officers of the Army after 
35 years’ service, and for other purposes; 
Military Affairs. 

S. 2376. Mr. Reed, Pa., to provide for 
retirement of officers of the Army who 
have had 40 vears’ service, or are 60 years 
old, and for other purposes; Military 
Affairs. 

S. 2377. Mr. Reed, Pa., to provide for 
the transfer from the active list of the 
Army of promotion list colonels, and for 
other purposes; Military Affairs. 

S. 2378. Mr. Reed, Pa., to provide for 
voluntary transfer from the active list of 


the Army of promotion list officers ap- 


pointed on or before July 1, 1920, and for | 


other purposes; 
S. 2379. 
the final classification of officers of the 
Army who are placed in class B, and for 
other purposes; Military Affairs. 
S. 2380. Mr. Reed, Pa., to prescribe the 


Military Affairs. 


compensation of officers of the Army who | 


are separated from the active list because 
of their classification in class B, and for 
other purposes; Military Affairs. 

S. 2381. Mr. Reed, Pa., to provide for 
the selection and appointment of chiefs 
and assistant chiefs of branches of the 
Army, and for other purposes; Military 
Affairs. ' s 

S. 2382. Mr. Reed, Pa., to provide for a 


Two Years of Public Use 


Invalidates Electric Patent | 


[Continued from Page 10.] 
stances justifying this long delay. If 
the defendant’s insulator is an infringe- 
ment, then the sale referred to consti- 
tutes a bar to the patent; and, if it is 
not, it cannot be considered as an in- 
fringement. 

That such a sale was made is proved 
beyond doubt, both by the books of en- 
tries made relating to the shipment of 
the goods and the payment of invoice, 
and also by the persons who took the or- 
ders and executed them. Indeed, there 
is evidence of other sales, all prior to 
the two-year period. It was no answer 
to say that the specific sale referred to 
12 insulators, which were bought for 
experimental purposes and were never 
used commercially. 


There is nothing in the statute which | 


in any way limits the character of the 
sale, nor the puryose for which the goods 
were purchased in the open market, If 
it is a bona fide commercial sale, it is 


sufficient. And the proof of a single sale | 


is sufficient. Covert v. Covert (C. C.) 
106 F. 183; Dittgen v. Racine Paper 
Goods Co. (C. C.) 181 F. 394. 

An examination of the cases referred 
to by the appellant (Crown Cork & Seal 
Co. v. Aluminum Stopper Co. [C. C, A.] 
108 F. 845; Weber v. Automobile Co. 
[C. C.] 190 F. 189; Ashley v. Tatum 
[D. C.] 240 F. 979; Krauth v. Auto- 


graphic Co. [D. C.] 285 F. 199) discloses | 


that there was no two-year bar of any 
kind established, and held merely that 
there was an absence of laches, estoppel, 
or intervening rights which render the 
reissue invalid, 

Since it has been clearly established 
that the sale was made two years prior 
to the filing of the divisional application, 
and no excuse given for such delay, the 
patent must be held to be invalid by rea- 
son of section 4886 of the ‘ 
Statutes. 
sider the defense of noninfringement, 

Decree affirmed. 7 

November 1, 1927 


| relief 


| of 


} national prohibition act; 


Mr. Reed, Pa., to provide for | * 





Revised | 
We therefore need not con- | ° ; 
State of Pennsylvania; 





The number 
title and 
given. 


the 
are 


introducing it, 
was referred, 


general personnel board of the Army, and 
for other purposes; Military Affairs. 


Title 15—Commerce and Trade 
H. R. 7907. Mr. French, Idaho, to prevent 
deceit and unfair prices that result from 
the unrevealed presence of substitutes for 
virgin wool in woven or knitted fabrics; 
Interstate and Foreign Commerce. 

S. 2312. Mr. Jones, to amend the act 
entitled “An act to promote export trade, 
and for other purposes,’ approved April 
10, 1918; Commerce. 

S. 2317. Mr. Watson, continuing for one 


year the powers and authority of the Fed- | 
radio | 


Commission under the 
Interstate Commerce. 


eral Radio 
act of 1927; 


Title 16—Conservation 

S. 2861. Mr. Frazier, to provide for the 
protection of the watershed within 
Carson National Forest from which water 
is obtained for the Taos Pueblo, N. Mex.; 
Indian Affairs. 


Title 18—Criminal Code and 


Criminal Procedure 

H. R. 7911. Mr. Zihlman, Md., to define 
and punish vagrancy in the District of 
Columbia; District of Columbia. 

S. 2868. Mr. Capper, to provide for the 
detention of rugitives apprehended in the 
District of Columbia; District of Columbia. 


Title 19—Customs Duties 

S. 2298. Mr. King, to repeal sections 315, 
316 and 317.o0f the tariff act of 1922, 
authorizing the President to change rates 
of duty upon imports in certain cases; 
Finance. 


S. 2355. Mr. Edwards, to remit the duty 


on a carillon of bells to be imported for | 


Princeton University; Finance. 
Title 24—Hospitals, 


and Cemeteries 

H. R. 7949. Mr. Roy G. Fitzgerald, Ohio, 
to amend section 4826, Revised Statutes, as 
amended by act of June 7, 1924, Forty-third 
Statutes at Large, page 519 (Title 24, sec. 
131, Code of U. S. Laws), by extending the 
privileges of the National Home for Dis- 
abled Volunteer Soldiers to disabled nurses; 
Military Affairs. 


| Title 25—Indians 


H. R. 7919. Mr. Cooper, Wis., to provide 
that funds appropriated for the care and 
of Indians of Wisconsin under the 
direction of the Secretary of the Interior 
shall be expended through certain public 
agencies of the State of Wisconsin; Indian 
Affairs. 

H, R. 


7923. 


Mr. Swing, Calif., providing 


| that funds appropriated for the care and | 


relief of Indians of California shall be ex- 


pended through certain public agencies of | 
| the State of California; Indian Affairs. 


S. 2330. Mr. Warren, authorizing re- 


| construction and improvement of a public 
Indian Reservation, |; 


road in Wind River 
Wyo.; Indian Affairs. 

S. 2342. Mr. Shipstead, providing for a 
per capita payment of $100 to each en- 
rolled member of the Chippewa Tribe of 
Minnesota from the funds standing to 


| their credit in the Treasury of the United | 
; States; 


Indian Affairs. 

S. 2859. Mr. Frazier, to provide for the 
collection of fees from royalties on produc- 
tion of minerals from leased Indian lands; 
Indian Affairs. 

S. 2360. Mr. Frazier, to amend section 1 
of the act of Congress of March 38, 1921 
(41 Stat. L. 1249), entitled “An act to 
amend section 3 of the act of Congress 
June 28, 1906, entitled ‘An 
division of the lands and funds of the 
Osage Indians in Oklahoma, and for other 
purposes;’” Indian Affairs. 


| Title 27—Intoxicating Liquors 
repeal the | 


S. 23856. Mr. Edwards, to 
Judiciary. 

S. 2357. Mr. Edwards, 
use of poisonous materials in the denatur- 


ing of alcohol: Judiciary. 
Ns ie ak 
ithe 28—Judicial 


Judiciary 


Code 


H. R. 7901. Mr. Murphy, Ohio, to regulate | 


the liability of the parties for accidents 
occurring at grade crossings, on steam, 
electric, and other railways; Judiciary. 

Hi. R. 7905. Mr. Cochran, Mo., to enforce 
the fourth and fifth amendments to the 
Constitution of the United States, and for 
other purposes; Judiciary. 

H. R. 7933. Mr. Houston, Hawaii, to fix 
salaries of certain judges of the Territory 


| of Hawaii; Judiciary. 


H. R. 7936. 


Mr. Black, N. Y., 
States board of 


to create 
alienists; 


2297. Mr. King, to amend section 
4927 of the Revised Statutes, as amended; 
Judiciary. 

S. 2299. Mr. King, to amend section 217 
of the Code of iw for the District, of 
Columbia; District of Columbia. 

S. 2300. Mr. King, to amend section 120 
of the Code of Law for the District of 
Columbia; District of Columbia. 

S. 2303. Mr. Norris, to amend 
224 of the Judicial Code: Judiciary. 

S. 2310. Mr. Walsh, Mont., supple- 
mentary to and amendatory of the in- 
corporation of the Catholic University of 
America, organized under and by virtue 
of a certificate of incorporation pursuant 
to- class 1, chapter 18, of the Revised 
Statutes of the United States relating to 
the District of Columbia; Judiciary. 

S. 2366. Mr. Capper, to amend sub- 
chapter 1 of chapter 18 of the Code of 
Laws for the District of Columbia relat- 
ing to degree-conferring institutions; Dis- 
trict of Columbia. 

S. 2371. Mr. Reed, Pa., to increase the 
fees of jurors in Federal courts; Judiciary. 

° ° 
Title 30—Mineral Lands and 
Mining 
H. R. 7945. Mr. Wingo, Ark., providing 


for a mine-rescue station and equipment 
at Fort Smith, Ark.; Mines and Mining. 


Title 33—Navigation and Navi- 


gable Waters 

H. R. 7902. Mr. Bowling, Ala., granting 
consent to the State highway department 
of the State of Alabama to construct a 
bridge across the Coosa River, near 
Wetumpka, Elmore County, Ala.; Interstate 
and Foreign Commerce. 

H. R. 7918. Mr. Almon, Ala., granting con- 
sent to the highway department of the 
State of Alabama to construct a_ bridge 
across the Elk River on the Athens-Florence 
road between Lauderdale and Limestone 
Counties, Ala.; Interstate and Foreign Com- 
merce, 

H. R. 7914. Mr. Almon, Ala., granting con- 
sent to the highway department of the 
State of Alabama to construct a_ bridge 


section 


| across the Tennessee River near Whitesburg 


Ferry on Huntsville-Lacey Springs 
between Madison and Morgan 
Ala.; Interstate and Foreign Commerce. 


Road, 


H. R. 7915, Mr. Almon, Ala., granting con- | 


sent to 


the highway 
State 


department of 
of Alabama to 


construct a 


the 
bridge 


across the Tennessee River near the Scotts- | 


boro, on the Seottsboro-Fort Payne Road, 
in Jackson County, Ala.; Interstate and 
Foreign Commerce. 

H. R. 7916. Mr. Canfield, Ind., granting 
consent to the Madison Bridge Co., to con- 
struct, maintain and operate a bridge across 
the Ohio; Interstate and Foreign Commerce. 

H. R. 7921. Mr. Gregory, Ky., granting 
consent to A. Robbins to construct a bridge 
across the Mississippi; Interstate and For- 
eign Commerce. 

Il, R. 7925. Mr. Kelly, Pa., authorizing 
the maintenance of a bridge over the 
Monongahela River, between the borough 
of Glassport and the city of Clairton, in the 
| Interstate and For- 
eign Commerce. 

H. R. 7927. Mr. Kemp, La., granting con- 
sent to the Louisiana Highway Commission 





the | 


Asylums | 


act for the | 





to prevent the | 


and | 


| the 








Counties, | 


| entitled “An act 
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Topical Survey of the Government 


HIS vast organization has 
never been studied in detail 
as one piece of administrative 
mechanism. No comprehensive 
effort has been made to list its 
multifarious activities, or to 
group them in such a way as to 
present a clear picture of what 
the Government is doing. 
—WILLIAM H. TAFT, 
President of the United States, 
1909-1913 


T HE people of the United States 
are not jealous of the amount 
their Government costs, if they are 
sure they get what they need and 
desire for the outlay, that the 
money is being spent for objects 
which they approve, and that it is 
bein; applied with good business 
sense and management. 

WOODROW WILSON, 

President of the United States, 
1913-1921 


Government, 
ties, is a work which will enable our 
citizens to understand and use the fine 
facilities the Congress provides 
them. 
schools, colleges, business and profes- 
sions here and abroad. 


AKING 
all the 


a daily topical survey of 
bureaus of the National 
grouping related activi- 


for 
Such a survey will be useful to 


—CALVIN COOLIDGE, 
President of the United States, 
1923— 


Reviews of Educational Conditions and Methods 
Are Distributed as Aid to Schools and Colleges 


Topic 28—Publications and Records 


Thirtieth Article—Publications of the Bureau of Education. 


In these articles presenting a Topical Sur- 
vey of the Government are shown the practi- 
cal contacts of the various bureaus and divi- 
sions. Groups of articles have been published 
Public Health, 
Foreign Relations, Education, Finance, Con- 
servation, Industry, Transportation, Taxation, 
Social Welfare, Trade Practices, Science, Ship- 
ping, Foreign Trade, Arts, Publie Utilicies, 
Communications, National Defense, Law En- 
forcement, Labor, Statistical Research, Insu- 
lar and Indian Affairs, Aeronautics, 
ture, Fisheries, Mines and Minerals, Weather 
and Public Lands and Reclamation. The pres- 
ent group deals with Publications and Records. 


under the following topics: 


By James C. Boykin, 
Chief, Editorial Division, Bureau of Education. 
HE Bureau of Education of the Department of 


established | 
statistics and facts as shall show the condi- 


the Interior was 


[HE 


Agricul- 


an Annual 


fore, essentially a publishing establishment. 
output has become a considerable library, and every 
phase of educational effort has received its attention. 
The present plan of publication contemplates: 


tion, and the printed page is normally the principal 
means of preserving the fruits of 
bringing new facts to the attention of those who will 
use them in actual practice. 


research and of 


x 


Bureau of Education has always been, there- 


Its 


(1) A Biennial Survey of Education, comprising a 
complete statistical and textual resume of educational 
conditions in the United States, with brief statements 
of progress in the principal foreign countries; 


(2) 


Report of the operations of the Bureau of 


Education; (3) bulletins or monographs, each of which 


educational 


to collect such 


rence. 


tion and progress of education in the several 
States and Territories, to diffuse such information as rPHE Biennial Survey of Education is the successor to 


shall aid the people of the United States in the estab- 
lishment and maintenance of efficient school systems, 

cause 
Bureau 
primarily an agency for educational research and pro- 
motion; it is a clearing house of educational informa- 


promote the 
The 


and otherwise to 
throughout the country. 


tion. 


The specialists of the Bureau 


largely to investigations 


be based. 


* * * 


BESIDES the facts disclosed in these special studies, 

many facts, principally statistical in their char- 
acter, are collected by the Bureau at regular intervals. 
After 60 years of experience this work has become 
standardized and it has assumed the aspect of routine 
procedure, notwithstanding the importance of the re- 
sults in aiding an understanding of American educa- 


tion. 


But accumulation of information is of no avail un- 
less it functions in improving the processes of educa- 
Diffusion is even more important than collec- 


tion, 


Copyright, 


of the State of Louisiana to construct, a 
bridge across the Atchafalaya River, at 
Melville, La.; Interstate and Foreign Com- 


; merce. 


H. R. 7930. Mr. Britten, Ill., to amend 
section 24 of the act approved February 
28, 1925, entitled “Am act to provide for 
the creation, organization, administration, 
and maintenance of a Naval Reserve and a 
Marine Corps Reserve”; Naval Affairs. 

H. R. 7931. Mr. Darrow, Pa., to amend 
section 4 of the act entitled “An act to 
provide for the equdlization of promotion 
of the officers of the Staff Corps of the 
Navy with officers of the line,” approved 


| June 10, 1926; Naval Affairs. 


H. R. 7948. Mr. Watson, Pa., to extend 
the times for commencing and completing 
construction of a bridge across the 
Delaware River; Interstate and 
Commerce. 

S. 2348. Mr. Goff, granting consent to 
the Big Sandy & Cumberland Railroad 
Co. to construct two bridges acgoss the 
Tug Fork of Big Sandy River, near Devon, 
Mingo County, W. Va.; Commerce. 


Title 38—Pensions, Bonuses 


and Veterans’ Relief 


H. R. 7906. Mr. Cochran, Mo., to amend 
the World War adjusted compensation act, 
as amended; Ways and Means. 

H. R. 7917. Mr. Cartwright, Okla., grant- 
ing a pension to the regularly commissioned 
United States deputy marshals of the 
United States District Court for the West- 
ern District of Arkansas, including the 
Indian Territory, now the State of Okla- 
homa, ‘and to their widows and their de- 
pendent children; Judiciary. 

H. R. 7918. Mr. Cooper, Wis., to amend 
the World War veterans’ act, as amended; 
World War Veterans’ Legislation. 

H. R. 7922. Mr. Rankin, Miss., to amend 
section 601 of the World War adjusted com- 
pensation act; Ways and Means. 

H. R. 7984. Mr. Bloom, N. Y., to amend 
section 300 of the World War veterans’ act, 
1924; World War Veterans’ Legislation. 

H. R. 7935. Mr. Bloom, N. Y., to amend 
Title III of the World War veterans’ act, 
1924, as amended; World War Veterans’ 
Legislation. 

S. 2302. Mr. Tyson, to make adequate 
provision for pensions for members of the 
permanent military or naval service of 
the United States, their widows and 
pendents; Pensions. 

S. 2311, Mr. Walsh, Mont., to amend sec- 
tion 202, paragraphs Nos. 9 and 10, of 
the act of June 7. 1924, entitled “‘An act 
to consolidate, codify, revise, and reenact 
the laws affecting the establishment of the 
United States Veterans’ Bureau and the 
administration of the war risk insurance 
act, amended, and the vocational 
habilitation act, as amended;” Finance. 

S. - 2321. Mr. Cutting, to amend the 
World War veterans’ act, 1924; Finance. 

S. 2872. Mr. Reed, Pa., to amend section 
201, subdivision (1) of the World War 
veterans’ act, 1924, as amended; Finance, 


de- 


as re- 


| Title 39—Postal Service 


H. R. 7900. Mr. Griest, 
lowances for rent, fuel, 
ment to postmasters of 
and for other purposes; 
Post Roads. 

H. R. 7912. Mr. Brand, Ga., to exclude 
from the mails certain newspapers contain- 
ing matter printed in foreign languages; 
Post Office and Post Roads. 

S. 2327. Mr. Phipps, to amend 
to provide that 


the States in 


Pa., granting al- 
light, and equip- 
the fourth class, 


Post Office and 


the act 
the United 


States shall aid the con 


struction of rural post roads, and fer other 


purposes,” approved July th, 
amended and supplemented, and 
purposes; Post Offices and Post Roads, 


1916, as 


devote their 
for determining the facts 
upon which improvement in educational practice may 
They also make “surveys,” i 
tions of educational conditions in States, localities and 
institutions, at the request of the proper local officers, 
to discover weaknesses and propose remedies; they 
hold “conferences” for the discussion of problems 
peculiar to certain branches of education; and they 
render service in other ways under the direction of 
the Commissioner of Education; but their principal 
work is research in their respective fields. 


Foreign | 





1919 (41 Stat. L. 





for other | 


the 


of education te 
. ° first 
is, therefore, 


interval between 


usually contains a comprehensive report of some proj- 
ect of educational research; (4) leaflets or circulars 
comprising less extensive reports 
movements or 
periodical School Life which reports educational events 
and plans as early as practicable after their occur- 


of 
the 


or discussions 


occurrences; and (5) 


* * * 


voluminous Annual Report of the Commis- 
sioner of Education, which was inaugurated by the 
Commissioner, 
without break to 1917. 
from the Report which preceded it principally in the 
issues. 


Henry Barnard, and continued 
The Biennial Survey differs 


In the administration of 


Commissioner William T. Harris the Report reached its 


time 


or examina- 


The material 


preparation. 


sioner 


40 pages. 


in these volumes 
pamphlet form and 
tributed separately as early as 
The 


an 


greatest extent, and at one time filled two volumes of 
about 1,300 pages each. 
issued is relatively of modest extent; that for 1922-24 
was a single volume of 886 pages, and that of 1924-26, 
to be issued soon, will be even less bulky. 


The Biennial Survey now 


is first issued in 
the several chapters are dis- 
possible after their 


bound volumes are reserved for 
libraries which will preserve them permanently. 


Both custom and the law require that the Commis- 
shall make 
years this has been a modest pamphlet of fewer than 
The report of 1927 devoted about 15 pages 
to a brief review of recent events in public education 
and about as much space to the activities of the Bu- 
reau of Education. 


annual report, but in recent 


In the next article, to be published in the 
issue of January 13, James C. Boykin, Chief 


of the Editorial Division, Bureau of Educa- 


ization. 


1928, by The United States Daily Publishing 


Army Orders 


Issued January 9. 
Maj. John H. Trinder, Medical Corps, to 


| report for examination to Army Retiring 


Board at headquarters Sixth Corps Area, 
Chicago, Ill. 

Col. George S. Gibbs, Signal Corps 
pointment as Chief Signal Officer 
rank of major general announced. 

Capt. Fred W. Fallin, Quartermaster 
Corps, relieved from assignment as stu- 
dent at Quartermaster Corps School, 
Philadelphia, Pa., to duty as assistant 
commandant School for Bakers and Cooks, 
Fort Sam Houston, Tex. and as com- 
manding officer of 1st Bakery Company. 

Second Lieut. Leo Katzman, Air Corps 
Reserve, ordered to active duty, to report 


ap- 
with 


Title 40—P ublic Buildings, 
Property and Works 


H. R. 7904. Mr. Carss, Minn., to transfer 
to the city of Duluth, Minn., the old Federal 
Building, with the site thereof; Public 
Buildings and Grounds, 

H. R. 7910. Mr. Zihlman, Md., amending 
the act approved April 30, 1926, entitled 
“An act amending the act entitled ‘An act 
providing for the comprehensive develop- 
ment of the park and playground system of 
the National Capital,’” approved June 6, 
1924; District of Columbia. 

S. 2301. Mr. Fess, to create a2 commis- 
sion to be known as the commission for 
the enlarging of the Capitol Grounds, and 
for other purposes; Public Buildings and 
Grounds. 

S. 2318. Mr. Watson, to 
ateur boxing in the District 
District of Columbia. 


Title 42—The Public Health 
S. 2367. Mr. Capper, to 

practice of osteopathy in the 

Columbia; Distriet of Columbia. 


Title 43—Publie Lands 


H. R. 7941. Mr. Hawley, Ore., amendatory 
of the act of March 26, 1908 (35 Stat. L. p. 
48), as amended by the act of December 1, 
p. 366); Public Lands, 

H. R. 7946. Mr. Winter, Wyo., to repeal 
an act entitled “An act to extend the pro- 
visions of the homestead laws to certain 
lands in the Yellowstone Forest Reserve,” 
approved March 15, 1906; Public Lands. 

H. R. 7950. Mr. Colton, Utah, to promote 
the development, protection, and utilization 
of grazing resources on public lands, to 
stabilize the range stock-raising industry 
and for other purposes; Public Lands 

S. 2322. Mr. Trammell, to provide for 
Federal cooperation in the reclamation of 
Swamp and overflowed lands and to estab- 
lish a reclamation guaranty fund in con- 
nection therewith; Irrigation and Rec- 
lamation. 

S. 2358. 


provide 


regulate am- 
of Columbia; 


regulate the 


Mr. Frazier (by 
for restoration to 
main of certain lands in 
California which are now 
Indian allotment purposes; 


request) to 
the public 
the State of 
reserved for 
Indian Affairs. 


do- 


rh r ° 
Title 49—Transportation 
S. 2309. Mr. Mayfield, to amend the in- 
terstate commerce act in 
tilicates of public tonvenience and 


respect of cer- 
hneces- 
Interstate Commerce. 

b2 Mr. Harris, to promot 
passengers and employes 
prohibiting the use of wooden 
certain circumstances; Inter- 
state Commerce. 


is B20 
safety of 
railroads by 
nnder 


the 
pon 


cars 


tion, Department 
tinue the discussion of the work of his organ- 


District of 





of the Interior, will con- 


Corporation. 


to Selfridge Field, Mich., for with 
tactical unit of Air Corps. 

Capt. Manning W. Spotswood, Quarter- 
master Corps, relieved from assignment 
as assistant to quartermaster supply of- 
ficer, Fort Mason, Calif., to duty with 
Quartermaster Corps, harbor defenses of 
Puget Sound, Fort Worden, Wash., re- 
lieving Capt. Hans Ottzenn, Quartermaster 
Corps, to duty as assistant to quarter- 
master, Presidio of Monterey, Calif. 

Lieut. Col. William C. Gardenhire, Quar- 
termaster Corps, relieved from assignment 
as quartermaster, March Field, Calif. to 
remain on duty as constructing quarter- 
master at that station. 

Maj. James S. Simmons, Medical Corps, 
relieved from assifnment at Army Medical 
School, Washington, D. C., to duty on 
Army Medical Department Research 
Board, Philippine Department. 

Maj. Herbert C. Neblett, Medical Corps, 
relieved from assignment at Military 
Academy, West Point, N. Y., to duty with 
Medical Corps, Philippine Department. 

Following-named officers of Medical 
Corps relieved from assignment at station 
indicated, and assigned to duty with Med- 
ical Corps, Philippine Department: 

Maj. John Dibble, Letterman Feneral 
Hospital, Presidio of San Francisco, Calif. ; 

Capt. Charles A. Stammel, William 
3eaumont General Hospital, Fl Paso, Tex.: 

First Lieut. Mack M. Green, Fitzsimons 
zeneral Hospital, Denver, Colo.; 

First Lieut. Verner E. Ruedy, 
man General Hospital, Presidio 
Francisco, Calif.: 

First Lieut. William FE. Shambora, Fitz- 
simons General Hospital, Denver, Colo.; 

First Lieut. Arthur B. Welsh, Fort Sam 
Houston, Tex. 

Capt. Ray H. 


duty 





Letter- 
of San 


Skaggs, Medical Corps, 
relieved from assignment at station hos- 
pital, Fort Sam Houston, Tex., to report 
for duty to commanding officer of troops 
in Porto Rico. 

Following-named officers relieved from 
assignment indicated, and assigned to duty 
with Medical Department, Hawaiian De- 
partment: 

Capt. William C. Williams, Medical Ad- 
ministrative Corps, Letterman General 
Hospital, Presidio of San Francisco, Calif.; 

First Lieut. Cecil W. Dingman, Medical 
Corps, Fitzsimons General Hospital, Den- 
ver, Colo.: 

First Lieut. Bennie A. Moxness, Medical 
Corps, relieved from assignment a Fitz- 
simons General Hospital, Denver, Colo., 
to duty with Medical Corps, Panama Canal 
Department. 

Maj. R. Tressel, Dental Corps, 
relieved from assignment at St. Louis Uni- 
versity, School of Dentistry, St. Louis, 
Mo., to duty with Dental Corps, Panama | 
Canal Department. 

Capt. James H,. 


George 


Blackwell, Medical | 
Corps, relieved from assignment at San 
Juan, Porto Rico, and assigned to duty 
at Medical Field Service School, Carliste 
Barracks, Pa. 

Second Liuet. Willard TL. 
Artillery, relieved from 
Second Division, Fort Sam 
to duty with Field 
Department. 

Capt. John H. Baxter, 8th Infantry, re- 
lieved from assignment to that regiment, 
Fort Screven, Ga. and detailed in- 
structor of Infantry, New York National | 
Guard, New York City. | 

Col. Thales lL. Ames, Ordnance Depart- | 
ment, relieved from assignment at head- 
quarters First Corps Area, Boston, Mass., | 
to duty in office of Assistant Secretary 
of War, Washington, D>. ©. 

Col. Julian R 14th Cavalry, re- | 
lieved to that regiment, 
deort Des Moines, lowa, to duty in, connec j; 


Wright, Field 
assignment to 
Flouston, Tex., 
Artillery, Hawaiian 





as 


Lindsey, 


from assignment 


| termaster 


| termaster 


} ning, 
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New Books Received by 
Library of Congress 


List supplied daily by the Library of Congress. 


Fiction, books in for- 


eign languages, official documents and children’s books are excluded. 


Library of Congress card 


Barnes, Otis Avery, 1894. Piperidine alkyl 
amino benzoates and derivatives; syn- 
thesis of compounds homologous to ec- 
caine and cocaine. (Abstract of thesis 
(Ph. D.)—University of Illinois, 1922. 
Vita. “Reprint from the Journal of the 
American chemical society, 49 ww 
(1927).” p. 1307-1315. Easton, Pa., 1927. 

27-25003 

Bugbee, Willis Newton. Tip top Christmas 
book, by .. . and Marie Irish. 140 p. 
Syracuse, N. Y., The Willis N. Bugbee co., 
1927. 27-24855 

Bliss, Walton Boyd. Living together in Ohio. 
82 p., illus. N. Y¥., Macmillan, 1927 


Buckley, H. A short history of 
263 p. London, Methuen & co., 1 . 
24968 

‘oordi- 


Burnside, Lenoir Henderson. 
nation in the locomotion of infants, from 
the Psychological laboratory, Johns 
Hopkins university. (Genetic psycology 
monographs, vol. ii, no. 5.) p, 283-372. 
Worcester, Mass., Clark university, 1927. 

27-24934 

David. Field astronomy for engi- 
gineers and surveyors. 164 p., illus, 
London, Constable, 1926. 27-24967 

Coe, Charles H. Juggling a rope; lariat rop- 
ing and spinning, knots and splices: also, 
The truth about Tom Horn “King of the 
cowboys.” 114 p., illus. Pendleton, Or., 
Hamley & company, 1927. 27-25017 

Collins, Archie Frederick. Electrical 
toys and tricks, by... With 157 illus- 
trations. (‘Amateur mechanic and work” 
handbook.) 151 p., illus. London, Cas- 
sell, 1926. 27-24964 

Crossen, Harry Sturgeon. Gynecology for 
nurses, by . With 365 engravings, in- 
cluding one color plate. 281 p., illus. 
St. Louis, C. V. Mosby co., 1927, 27-24928 

Daniels, Charles, Gloria amoris; sonnets 
and other poems, with a note on personal 
and objective poetry. 162 p, San Fran- 
cisco, Harr Wagner publishing co., 1927 

27-24863 

Darrah, Juanita Elizabeth. Modern baking 
powder, an effective,’ healthful leavening 
agent, including the occurrence of alu- 
minum compounds in foods and their 
effect on health. Compiled by... Dis- 
tributed by the Research department of 
Calumet baking powder company, Chi- 

Illinois. 125 p., illus. Chicago, 

Commonwealth press, ine., 1927. 

27-24956 


and vaga- 


Clark, 


cago, 


Dickens, Charles. Some 
bonds of Dickens. London, 
Cc. Palmer, 1927. 27-24886 

Dolch, Edward William. Reading and word 
meanings. 129 p. soston, Ginn, 1927. 

27-24932 

Ebin, Alexander B. .. . Gloria Callman; 
a play in thre acts and a prologue. 82 p. 
N. Y., The American policyholder, 1927. 

27-24873 

Eckel, Edward Henry. Flowers & incense; 
fancies and philosophizings in verse. 44 p. 
Sewanee, Tenn., Printed for the author 
at the University press, University of the 
South, 1927. 27-24872 

Flaubert, Gustave. Salammbo; translated 
from the French of Gustave Flaubert 
with an introduction by Ben Ray Redman, 
illustrated & decorated by Mahlon Blaine, 
338 p., illus. N. Y., John Day co., 1927. 

27-24857 

Farm and fireside. Making your own mar- 
ket; a handbook of experience in which 
seventy men and women tell the meth- 
ods that have brought them success in 
selling at a better price the products of 
their farms. Compiled from experience 
stories in Farm & fireside by Russell 
Lord and Tom Delohery ... 99 p., illus. 
N. Y., Macmillan, 1927. 27-25009 

Franklin, William Suddards. Transmission 
line theory and some related topics, 
by ...and Frederick Emmons Ter- 
man - 213 p., illus. Lancaster, Pa., 
Franklin and Charles: 1926. 27-24963 

Gardner, Samuel. English Gothic foliage 
sculpture. 56 p.. Cambridge, Eng., Uni- 
versity press, 1927. 27-24940 

Gould, Laurence McKinley, 1896. The geo- 
ogy of La Sal Mountains of Utah. 
(Thesis (Ph. D.)—University of Mich- 
igan, 1925. “Reprinted from volume vii 
of Papers of the Michigan academy of 
science, arts and letters.”) p. 55-106, 
illus. N. Y., 1927. 27-25001 

Gessler, Clifford. Kanaka moon, by ... 
illustrations by A. S. Macleod, 154 p., illus. 
N. Y., Dodd, 1927. 27-24862 

Greeley, William Roger. The essence of 
architecture. 119 p., illus. N. Y., Van 
Nostrand, 1927. 27-24936 

Grossman, James Daniels. Dissection guide 
for veterinary anatomy. 64 p. Colum- 
bus, O., 1927. 27-25008 

Hazen, Elizabeth Lee. General and local 
immunity to ricin. (Thesis (Ph. D.)— 
Columbia university, 1927. “Reprinted 


rogues 
284 p., illus. 


tion with recruiting, San Francisco, Calif. 

Maj. Paul J. Horton, Coast Artillery 
Corps; order of November 3 amended so 
as to assign him to 7th Coast Artillery, 
harbor defenses of Sandy Hook, Fort Han- 
Cock, Ii.. J: 

Maj. Edmund W. Bayley, Medical Corps; 
retirement from active service announced. 

Second Lieut. William FE. Pheris, jr., 2nd 
Infantry, Fort Sheridan, Ill.; order of De- 
cember 19 revoked. 

Second Lieut. Donald E. 
Infantry (First Division), 
assignment to that organization, Fort 
Slocum, N. Y., to duty with Infantry, 
Hawaiian Department. 

Capt. Charles L. Charlebois, Quarter- 
master Corps, relieved from detail with 
Organized teserves, Ninth Corps Area, 
and duty with 104th Division, Salt Lake 
City, Utah, to duty quartermaster, 
Pacific branch, Disciplinary Barracks, 
Alcatraz, Calif. 

Capt. Cyril Bassich, Field Artillery, 
granted leave of absence for two months. 

Maj. Lester W. Wheeler, Air Corps (In- 
fantry), relieved from detail in Air,Corps 
and duty at Fort Sam Houston, Tex., and 
assigned to Infantry of 2nd Division, Fort 
Sam Houston, Tex. 

Maj. Clinton W. 
granted leave of absence 
and one day. 

Following-named officers relieved from 
assignment indicated and assigned to duty 
with War Department General Staff: 

Col. Lewis J. Van Schaick, Inspector 
General's Department, office of Inspector 
General; 

Lieut. 


Mitchell, 18th 
relieved from 


as 


Air 
one 


Howard, 
for 


Corps, 
month 


Col. Charles 8 
Corps, student 


Hamilton, Quar- 
Army War Col- 
lege; L 

Lieut. Col. Harry B. Jordan, Ordnance 
Department, office of Chief of Ordnance; 

Maj. Lee S. Tillotson, Judge Advocate 
General’s Department, office of Judge 
Advocate General. 

Following-named officers relieved from 
assignment indicated and assigned to duty 
with War Department General Staff; 

Maj. Albert S. Dabney, Medical Corps, 
Medical Field Service School, Carlisle Bar- 
racks, Pa.; 

Maj. Garfield LL. MeKinney, Medical 
Corps, 1st Medical Regiment, Carlisle Bar- 
racks, Pa. 

Warrant Officer Thomas F. Lillis, 
simons General Hospital, Denver, 
to report for examination before 
tetiring Board, Fort Logan, Colo. 

Cpt. Harold de B. Bruck, 2nd Cavalry, 
relieved from assignment to that regi- 
ment, Fort: Riley, Kans., detailed with 
Organized Reserves of Seventh Corps 
Area and assigned to 6th Cavalry Divi- 
sion, Omaha, Nebr. 

First Lieut. William J. Gainey, Quar- 
Corps, granted leave of absence 
for two months. 

Virst Lieut. Leon C 
order of September 21 

him to 24th Infantry, 
Ga 

Guy H. 
of absence 


Fitz- 
Colo., 


Army 


Boineau, Infantry; 
amended so 
assign Fort 
svanted 
months and 


Preston, Cavalry, 
for three 


Col. 
leave 
2 days. 


as to | 
Ben- | 


number is 


{ 











at end of last line. 


from the Journal 
xiii, no. 3, March, 


of immunology, vol. 
1927.") p, 171-218, 
jaltimore, 1927. 27-25004 
Hayden, Mrs. Dorothea (Hoaglin). ... The 
road to Romany, by. . . (The Stratford 
poets.) 32 p. Boston, Stratford co., 1927. 
27-24852 

Huff, William Harper. Forest and fairy 
fancies. 91 p. Denver, Col., The Miles 
and Dryer printing co., 1927, 27-24865 
Himmel, Walter Joseph. A contribution to 
the biophysics of Podophyllum petioles, 
(Thesis (Ph. D.)—University of Iowa, 
1924. “Reprinted... from Bulletin of 
the Torrey botanical club 54... 1927.) 
p. 419-451, illus. N. Y., 1927. 27-25000 
Hoxie, Evelyn. When jolly people meet, 
102 p. Syracuse, N. Y., Willis N. Buge- 
bee co., 1927, 27-25019 
Hubbs, Carl Leavitt. The structural 
consequences of modifications of the de- 
velopmental rate in fishes, considered in 
reference to certain problems of evolu- 
tion. (Thesis (Ph. D.)—University of 
Michigan, 1927. “Reprinted from the 
American naturalist, vol. lx, January- 
February, 1926.”) p. 57-81, N. Y., 1926. 
27-25005 | 

Irish, Marie. Hallowe’en fun. 104 p. Syra- 
cuse, N. Y., The Willis N. Bugbee com- 
pany, 1927. 27-25018 
Jersild, Arthur Thomas. Mental set and 
shift. (Archives of psychology... no. 
89.) 81 p. N, Y., 1927. 27-24942 
Jersild, Arthur Thomas. Mental set and 
shift. (Thesis (Ph. D.)—Columbia uni- 
versity, 1927. “Reprinted from Archives ! 
of psychology ,.. no. 89.”) 81p. N. ; 
1927, 27-24943 
Knowlton, Don, These bankers, by . . 
illustrated by Arthur De Bebian. 80 Pp. 
illus. N. Y., Bankers publishing co., 1927. 
' 27-24858 
Kretschmer, Ernst, 1888. Physique and 
character; an investigation of the na- 
ture of constitution and of the theory 
of temperament, by... translated from 
the second, revised and enlarged, edi- 
tion by W. J. H. Sprott... with -31 
plates. (International library of psy- 
chology, philosophy and scientific 
method.) 266 p., illus. N,. Y., Harcourt, 
1926. 27-24944 
Lescarbot, Marc. Neptune’s theatre; the 
first existing play written and produced 
in North America, by . ., 1606; trans- 
lated from the French by Edna B. Hol- 
man; “Neptune’s theatre in New France, 
given on the waves of Port Royal, the 
fourteenth of November, 1606, at the time 
of the return of Sieur de Poutrincourt, 
from the country of the Arouchiquois” 
ee (French’s international copyrighted 
+ .. edition of the works of the best 
authors, no. 617.) 14 p. N. Y., S. French, 
1927. 27-24870 
Michigan education association. Dept. of 
elementary school principals. é #4 
Yearbook + «. prepared by the editorial 
committee of the department...1 v. 
Lansing, Mich, Hallenbeck printing 
company, 1927. 27-24935 
Mikkesell, William Henry. The effect of con- 
figuration upon the gray quality. (Ab- 
Stract of thesis (Ph. D.)—University of 
Illinois, 1926.) 5 p. Urbana, Ill, 1927. 
27-24945 
0 ‘ Stewardship stories. 
91 p., illus. N. Y., Doran, 1927. 27-24941 
Parlette, Ralph Albert. A globegadder’s 
diary; being extracts from the log-book 
of one of the four hundred globegadders 
who went round the world. Illustrated 
by photographs taken on the tour. 466 
p. Chicago, Parlette-Padget co., 1927. 
, Dee __ 27-25015 
Penman, David. The principles and practice 
of mine ventilation: being a treatise on 
modern methods of mine ventilation and 
machinery, with a consideration of deep 
mine problems, explosions, fires, rescue 
and recovery work, and cognate sub- 
jects, by Professor... and J. S. Pen- 
man... With 226 “folding and other 
illustrations. 303 p., illus. London 
Griffin, 1927. 27-24962 
Powell, Fred Wilbur. . .. The Bureau of 
plant industry; its history, activities and 
organization. (Institute for government 
research, Service monographs of the 
United States government, no. 4.) Wa 
p. Baltimore, Johns Hopkins press, 1927. 
: 27-2 2 
Ramage, William Douglas. The partial mana 
heat capacity of the constituents and the 
specific heat of aqueous solutions of 
sodium and hydrogen chlorides. (Thesis 
(Ph. D.)—University of California, 1922. 
p. 93-100, illus. Easton, Pa., 1927. 


27-25002 


Morrill, Guy Louis. 


Government Books 
and Publications 


Documents described under this heading 
are obtainable at prices stated from 
the Superintendent of Documents, 
Government Printing Office, Washing- 
ton, D. C. The Library of Congress 
card numbers are given, 

Decisions of the Comptroller General of the 
United States. Volume 6, July 1, 1926, to 
June 30, 1927, Price, $2. [22-24145] 

Statistics of State School Systems, 1925-26, 
Prepared in the Division of Statistics, 
Bulletin, 1927, No. 39. Price, 10 cents. 

[E8-674] 

Index to the Monthly Catalogue, United 
States Public Documents, July, 1926- 
June, 1927. Issued by the Superintendent 
of Documents. [4-18088] 

New Reclamation Era. Volume 19, No. 1, 
Issued monthly by the Bureau of Recla- 
mation. Price other than to project water 
users, 75 cents a year. [9-35252] 
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The Weekly Index 


Is published in every Monday issue. 


reference used is the Yearly 


which is consecutive from March 4 of each year. 
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PAGE TWELVE 


Revenue Sources 
In Germany Show 


Constant Vitality 


Ex- | 


Normal Precautions 
pected to Be Adequate to 
Preserve Balance of 
Budget. 


[Continued from Page 7.] 


the answering memorandum of the Ger- | 


man Government, it is stated that: 


“There remains no other way but to | 


leave to the States a considerable part 
of the taxes which adjust themselves to 
the ups and downs of. economic develop- 


ment, with the result that in good years | 
the States are able to fulfill their cultu- | 
ral and economic duties, whereas in bad | 
years they must restrict their activities, | 
while the Reich continues all the time to | 


pay reparations.” 


This statement, it may be hoped, is 
not to be taken as an indication that the | 


definite financial settlement will follow 
the principles now in force, for such a 
settlement would only confirm the dif- 


ficulties and dangers of the present sys- | 


tem. What seems to be most necessary, 


in the interests of future progress, is to | 


put an end to the confusion of respon- 


sibility which now exists as between the | 
Reich and the States and communes, by | 


the adoption of some principle involving 
a clearer delimitation of the responsibili- 
tiés for taxation, in line with the follow- 
ing statement in the last Report: 

“It is on the whole a sound principle 
of taxation that taxes should be levied 
by the same Government authority that 
makes the expenditures. Under the sys- 
tem in force in Germany, however, the 
States and communes have the function 


of spending a large share of the taxes | 


that the Reich has the responsibility of 
collecting. This in itself tends to relieve 
the States and communes from the pres- 
sure for economy in expenditure that 
would certainly exist if theirs was the 
responsibility to levy the taxes necessary 
to meet their own expenditures.” 

The extraordinary budget: The reduc- 
tion of the expenditures carried in the 
draft extraordinary budget for 1928-29, 
the abandonment for the time being of 
borrowing to cover such expenditures, 
and the determination to cover them in 
part by transfers of surplus from the 
ordinary budget, are noteworthy re- 


versals of the practices of the last two | 


years, the dangers of which have been 
frequently pointed out in these Reports. 
Indeed, the inherent difficulties of these 


practices have only recently begun to | 


be acutely realized, through the necessity 
of borrowing in a market without funds. 


Progress Is Encouraging. 

The survey which is now being made 
with a view to reducing, postponing and 
abandoning, wherever possible, the ex- 
traordinary expenditures already author- 
ized, and the statement of the Govern- 
ment that if this process can be calmly 
carried out the period of high extraor- 
dinary expenditures may be regarded as 
closed, mark an encouraging turn in the 
finances of the Reich, which might well 
be followed by all public authorities in 
Germany. 
far from alone in the practice of financ- 
ing miscellaneous extraordinary ex- 
penditures by borrowing. 

In view, as the German Government 
has recently said, of the “entire present 
sigtuation” in Germany, and of the prob- 
ability that for some years to come 
domestic savings will continue, as at 
present, to be insufficient to provide the 
liquid capital for the necessary develop- 
ment and extension of economic life, the 
need at present is for the public authori- 
ties to follow a general policy of reduc- 
tion, postponement and abandonment of 
all extraordinary expenditures which are 
not obsolutely necessary. 

Budgetary practice and accounts: The 
recent changes in the structure of the 
budget of the Reich go a long way in the 


direction of facilitating a better under- , 
The omission of | 


standing of the budget. 
the war charges budget eliminates the 
interbudgetary transfers 


which are now issued from time to time 


are also of great assistance, and the re- | 


cently-issued history of the cash position 
of the treasury, together with the fore- 
cast of the cash position at the end of 
the present year, is very valuable. 

It would mark a still further step in 
advance if the Finance Ministry would 
now supplement its monthly statements 
by publishing details of the disposition 
of the budgetary funds. On only one 
occasion since stabilization, in May, 1926, 
has the Ministry communicated full de- 
tails of this kind. These figures are 
manifestly necessary for an understand- 
ing of the current cash position of the 
Reich, and they are a natural accompani- 
ment to the figures of the current 
revenues and _ expenditures published 
monthly. There would seem to be no 
reason why they should not be published 
regularly, as part-of the monthly state- 
ment. 

The monthly statements themselves 
have already been much improved. They 
now show how the balance of the ac- 
counts at the close of the preceding 
financial year has been altered by the 
receipts and payments of the month; 
and the revenues received and the ex- 
penditures made in respect of preceding 
simancial years are included in detail in 
the monthly accounts instead of being 
reported separately as a single item. 
The receipts and payments of both or- 
dinary and extraordinary budgets are 
also given in more detail and enable the 
position to be followed much more 
clearly. 

The section of Mr. Gilbert's re- 
port dealing with budget of the 
States and Communes will be pub- 
lished in the issue of January 12. 


Court Affirms Deportation 
Of Alien Wife of Citizen 


[Continued from Page 10.) 
United States, and who might herself 
be lawfully naturalized, shall be deemed 
a citizen.” Comp. St. § 3948. 

That provision was repealed by the 


Index 


Indeed, the Reich has been | 


which have | 
made the budget particularly difficult to | 
understand. The explanatory statements ' 


| of this act snall not become 
| of the United States by reason of such 


| 56 L. Rd, 1165; Ex parte 
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pe: Summary of All News Contained in Today’s Issue 


Aeronautics 


mail planes to fly higher over Garetts- 
ville, Ohio, in answer to complaint from 
poultry raiser that his hens 
frightened by noise of motors and egg 
yield was reduced. 

Page 12, Col. 5 


- 

President is told of progress made 
by aeronautic industry during past 
year, 


| 
| 
| 


Page 1, Col. 5 ! 


Army Air Corps will inspect craft 
under construction for Canadian Gov- 


ernment. 
Page 1, Col. 4 


Agriculture 


Chairman of House Committee on 
Agriculture predicts committee will re- 
port favorably on bill to 
agriculture extension work. 

Page 1, Col. 2 


Weather Bureau, in Summary of 


1927, reports that weather was warmer | 
and wetter than normal last year, pro- | 


viding longer growing season. 


Post Office Department instructs air | 


develop | 


Indexed by Groups and Classifications 


Claims 


Proceedings of Court of Claims. 
Page 4, Col. 7 


were | 


January 25. 


Page 1, Col, 4 | 


Commerce-Trade 


Survey of wheat stocks in United 
States and Canada for week ending 
January 7 shows slight decline. 

Page 5, Col. 2 

Weekly index of business prepared 
by Department of Commerce. 


Page 5, Col. 3 | 


December volume of retail trade 
established new high record. 


Page 5, Col. 7 


Modification suggested in project to | 


1 en Raritan Bay, N. J. 
rae Page 5, Col. 7 
Trade continues dull in Central Chile. 
Page 5, Col. 7 


Page 1, Col. 2 | 


Wholesale dealer in hay claims inter- 
state status for business in challenging 
right of Missouri to require license as 
commission merchant. 

Page 5, Col. 4 

Weekly report on weather and crops 
by Weather Bureau; truck crops in 
South revive under warmer tempera- 
tures. 

Page 5, Col. 1 

Department of Agriculture reports 
that fewer cattle were slaughtered un- 
der Federal inspection in November 
than in corresponding 1926 period. 

Page 5, Col. 2 


Wool exports of Argentina for first | 
exceed exports of | 


nine months of 1927 
entire year of 1926. 
Page 5, Col. 6 
Department of Agriculture estimates 
amount of corn crops 
grain. 
Page 5, Col. 2 


A ppropriations 


House passes bill making 1929 ap- 
propriations for Departments of State, 
Justice, Commerce and Labor with only 
minor changes. 


Page 1, Col. 5 | 


Appropriation bill for Department 
of Interior, carrying total of $272,430,- 
789, reported to House. 

Page 1, Col. 4 


Bankin g-F inamce 


Agent General for Reparation Pay- 
ments ‘says vitality of sources of reve- 
nue of Germany should suffice to main- 
tain balance of budget. 


Page 7, Col. 1 


Federal Farm Loan Board announces 
that a 100 per cent assessment has 
been made and levied ow Bankers Joint 
Stock Land Bank at Milwaukee. 

Page 1, Col. 7 

Statement of condition of Inter- 

mediate Credit Banks as of December 


31. 
Page 7, Col. 2 
Daily statement of the Treasury of 
the United States. 
Page 7 
Issue of old bank notes withdrawn 
from circulation by Hungary. 
Page 7, Col. 6 
Foreigri exchange rates. 
Page 7 
See Railroads. 


Books-Publications 


New books received at the Library 
of Congress. 
Page 11, Col. 6 
Publications issued by the Govern- 
ment. 
Page 11, Col. 7 


Census Data 


Representatives of Bureau of Census 
and Civil Service Commission appear 
before House Committee on Census at 
hearing on bill to provide for Census 
of 1930. 


Page 3, Col. 7 | 


99 


“ae; 


Cable Act of September 1922 (42 
Stat. 1021), which declares in section 2: 

“That * * * any woman whose hus- 
band is naturalized after the passage 
a citizen | 


* * * naturalization; but, if eligible to 


citizenship, she may be naturalized upon 
full and complete compliance with all 
requirements of the naturalization laws, 
with the following exceptions. * Rr? 
8 USCA § 368. 

Wife Did Not Become Citizen. 

Therefore the husband’s naturaliza- 
tion in 1926 did not cause his wife to 
become a citizen. She remained, as she 
had always been, an alien, as defined 
in the act of 1917, and under the provi- 
sions of section 19 thereof she is still 
as liable to deportation as she was be- 
fore her husband’s naturalization. 

It is contended that such construction 
of the statutes is to enlarge the scope 
of section 19 of the act of 1917 by add- 
ing to it a new class of aliens—alien 
wives of American citizens—created by 


| the Cable Act. 


This involves a misconception of the 
Cable Act. It does not create aliens. 
It deals with those already aliens, and 
provides the terms upon which they may 
become citizens. Until they comply with 
those terms they remain aliens. As was | 
said in United States v. Uhl, 211 F. 
628, 631 (C. C. A. 2): “An alien re- 


| mains sueh until naturalization is com- | 


plete.’ Even before the passage of the 
Cable Act there might be an alien wife 
of an American citizen in case the wife 
was of a race not given the privilege of 


| citizenship by the Act of February 10, | 


Low 
» 9 


os 


1855 (R. S. § 1994). 


Wah Suey | 
v. Backus, 225 U. S. 460, 


S. Ct. 734, 
T.cong Shee 
(CD. C. Cal.). 275 F. 364. 

Vurther confirmation of the proposi- 
tion that the alien wife of an American 
citizen is not exempt from the immi- 
gration laws is found in the Immigra- 
tion Act of 1924, which gives such a 
wife a nonquota status in certain cases, 
and in other cases a preference within 


harvested for 


» 


, the 


Congress 


Special Senate Committee investigat- 
ing authenticity of alleged Mexican 


| documents published in Hearst news- | 
were | 
| forged and no “scintilla” of evidence | 

has been uncovered to show that any | 
promised | 





papers reports that documents 


United States Senator was 
money or accepted money from a Mex- 


’ | ican official. 
Secretary of Labor will confer with | 
group of Illinois coal operators on ; 


| 


| 
| 
| 


} 
| 
' 


documents published in Hearst news- | 


papers reports that documents 
| forged and no “scintilla” of evidence 


were | 


has been uncovered to show that any | 


United States Senator was promised 
money or accepted money from a Mex- 
ican official. 

Page 2, Col. 2 


Bills and resolutions introduced 


Congress. 


in | 


Z Page 11, Col. 1 | 


Committee meetings 


and Senate. 


of the House | 


Page 3 | 


Hour-by-hour report of Congress. 
Page 3 


Extracts from 
gress will be found under related head- 
ings elsewhere in this summary. 


Corporations 
Staley—Stockholder receiving stock 


ceive taxable income. (Board of Tax 
Appeals.) 


See Special Index and Digest of Tax 
Decisions and Rulings on Page 4. 


Customs 


Decisions by Customs Court affect 
wool scarfs, cherries in brine and sub- 
stitute for almonds. 


Education 


proceedings of Con- | 


Page 2, Col. 2 
_ State Department says United States 
is. willing to negotiate new treaties 
with China at any time. 
Page 2, Col. 4 
Secretary of State may arrange for 
meeting with Ambassador Herrick be- 
fore the latter leaves for France. 
Page 2, Col. 6 
Agent General for Reparation Pay- 
ments says vitality of sources of reve- 


nue of Germany should suffice to main- | 


tain balance of budget. 


Ratification of treaty between United 


| States and Belgium to prevent illegal 


importation of intoxicating liquors be- 
tween two nations. 
Page 1, Col. 1 


from circulation by Hungary. 


Daily engagements of the President 
of the United States. 


Gov't Topical Survey 


James C. Boykin, Chief Editorial Di- | 
vision, Bureau of Education, discusses | 


the publications of the Bureau of 
Standards. 


Page 11, Col. 3 


Highways 
Department of War approves plans 
for two bridges in New Jersey. 
Page 5, Col. 4 


Immigration 


Circuit Court. of Appeals, 2nd Cir., | 
sustains order of deportation of alien | 
a naturalized | 


whose husband became 
citizen after order had been entered. 


Page 10, Col. 1 | 


| Publishers 


Inland Waterways 


in new corporation, in consideration of | 


Department of War approves plans | 


| for two bridges in New Jersey. 


Page 4, Col. 1 | 


Page 5, Col. 4 
Insular Possessions 


Governor General of Philippines re- | 


| commends appropriation by Congress 


Chairman of House Committee on | 


agriculture predicts committee will re- 


port favorably on bill to develop agri- | 


cultural extension. 


Electrical Industry 


Page 1, Col. 2 | 


Federal Trade Commission reviews | 


findings in final part of report to be 


submitted to Senate on competitive con- | 


ditions in 
dustry. 
Page 1, Col. 3 
Seerctary of State says Europeans 
confuse proposed arbitration treaty 
with France and proposal to renounce 
war. 
Page 2, 
Court of Appeals, 2nd Circuit, holds 
public use of insulator two years prior 


Electrical Equipment In- | 


Col. 6 | 


to patent application made patent in- | 


valid. 


Foodstuff s: 


Tariff Commission to hold hearings 


Page 10, Col. 6 | 


in 
milk and cream. 


Foreign Affairs 


Special Senate Committee investigat- 
ing authenticity of alleged Mexican | 


quota. The appellant’s argument 
that the relatrix is not an alien within 


the definition of the Act of February ' 


5, 1917, is therefore without merit. 
This conclusion, which seems 
vious from a_ consideration of 
statutes, also finds support in 
decisions. In United States v. 
ran, 9 F, (2d) 900 (C. C. A. 
court held that the wife of a naturalized 
citizen was excludable under the desir- 
ability test of section 3 
gration Act of 1917. It is true that that 


ob- 
the 


opinion notes that the wife was not in | 


this country when her husband was natu- 
ralized, and appellant draws the infer- 
ence that the decision would have been 
different, had the case been one of de- 
portation rather than exclusion, 
Affirm Order Dismissing Writ. 
Any such distinction would be illogi- 
cal; no valid reason has been, nor in 
our opinion can be, assigned for it. We 
think the Curran Case is practically con- 
trolling. Gomez v. Nagle, 6 F. (2d) 520 
(Ce 6... As 
point. 
In Dorto v. Clark (D. C. R. I.) 300 
F. 568, the construction contended for 
by appellant seems to have been adopted; 


but, with reference to the learned Dis- | 


trict Judge who decided it, we are, for 
reasons already stated, unwilling to fol- 
low it. Dorto v. Clark was affirmed in 
5 F. (2d) 596 (C. C. A. 1), but upon 
other grounds; so that it gained no added 
authority from affirmance. 

For the foregoing reasons, the order 
dismissing the writ and remanding the 
relatrix is affirmed. 

December 5, 1927. 


| Nomination for Assistant 


Secretary of War Confirmed 


The nomination of Charles Burton 
Robbings. of Iowa, as Assistant Secre- 
tary of War was confirmed by the Sen- 


| ate on January 11, 


prior | 
Cur- | 
2), this | 


of the Immi- | 


9) is an authority flatly in 


National Defense 


investigation of cost of producing | 


Page 1, Col. 5 | 
| sentative Black of New York instead 
| 
| 
| 


| with the organic act for 


for civilian assistants and technical ad- 
visors. 


Page 12, Col. 4 | 


_ Labor 


Page 5, Col. 6 | 


Representatives of railroads present 
arguments against wage increase for 
locomotive engineers at arbitration 
hearing. 


Page 1, Col. 5 | 


Secretary of Labor will confer with 
group of Illinois coal operators on 
January 25. 


Page 1, Col. 4 | 


Manufacturers 


Patent claims for pattern and guide 
strip for terrazzo flooring declared 
valid and infringed in Court of Ap- 
peals, 2nd Circuit. Traetel Marble Co. 
v. Hungerford Brass & Copper Co. 

Page 10, Col. 2 

Noaker Ice Cream Co.—Deductible 


loss includes depreciation from date of | 


purchase to date of disposition, contin- 
uation of opinion (majority opinion, 


| Board of Tax Appeals). 


Page 4, Col. 2 | 

Army Air Corps will inspect craft | 

under construction for Canadian Gov- | 
ernment. 

Page 1, Col. 4 | 


_ Authorship of amendment to resolu- 
tion for inquiry into safety of sub- 
marines erroneously ascribed to Repre- 


of Representative Black of Texas in 
recent article in U. S. Daily. 
Page 2, Col. 6 | 


Philippine Governor 
Seeks Civilian Aides | 


| Recommends 


by Congress for This Purpose 


The enactment of legislation to per- | 
| mit the Governor General of the Philip- | 


pine Islands to expend $125,000 annu- 
ally for civilian assistants and technical 
advisers was recommended by the Gov- 


ernor General, Henry L. Stimson, at a | 
joint hearing on January 11 before the | 


Senate Committee on Territories and 
Insular Possessions and the House Com- 
mittee on Insular Affairs. 

Bills proposing the expenditure 
this amount from funds collected by 


| Philippine goods imported into the United 


States have been introduced by Senator 
Willis (Rep.), Ohio, chairman of the 
Senate Committee, and Representative 
E. Kiess (Rep.), of Williamsport, Pa., 
chairman of the House Committee. 

Mr. Stimson declared that the legisla- 
tion proposed in these bills is in harmony 
the govern- 
ment of the Philippines and asserted 
that such assistance as would be pro- 


vided is necessary to enable the Gov- | 
ernor General to supervise the admin- | 
of the | 


istration of the National Bank 
Philippines and other industrial estab- 
lishments for whose management the 
Governor General is responsible. 
He deelared that the provision 


left to the transitory good will of the 
Philippine Legislature. 
leaders in the present legislature of the 
Islands have expressed willingness to 
provide the needed funds, Mr. Stimson 
said, that is a situation which might not 


' exist in future legislatures, 


Mr. Stimson also recommended to the 
Committee that power be given to the 
Governor General of the Philippine¢ to 
appoint governors of the Moro Provinces 
without requiring confirmation of those 


| army. 


Page 7, Col. 1 | 


Oil 


Issue of old bank notes withdrawn | 
» Aa ow | Ue. 
Page 7, Col. 6 | 


| Gov’t Personnel 


~ | that fewer cattle were slaughtered un- | 
Page 3 | 


| than in corresponding 1926 period. 


| on Page 10. 


| locomotive 


| mortgage bonds. 


Appropriations | 


of | 


complaint 


of ; 
| funds for such assistance should not be | 


Even though | 


Secretary of Navy before House | 


Committee on Naval Affairs declares 
program of naval construction is not | 
competitive but represents actual needs | 
for national defense. | 

Page 1, Col. 1 


Army Air Corps will inspect craft 
under construction for Canadian Gov- 


ernment. 
Page 1, Col. 4 
Orders issued to the personnel of the 


Page 11 

Orders issued to the personnel of the 
navy. 

Page 11 


Nominations 


Four nominations sent to Senate by | 
President including that of Charles R. | 
Porter to be a member of Interstate 
Commerce Commission. 

Page 3, Col. 5 


Committee to resume Teapot Dome 
Page 3, Col. 4 

Packers 
Department of Agriculture reports 


der Federal inspection in November 


Page 5, Col. 2 
Patents 


See Special Index and Law Digest | 





7 —~y 7 
Postal Service 
Weight limit increased on parcels to 
Abyssinia. 
Page 12, Col. 5 | 


| Public Utilities 


Statistics of earnings of Western 
Union Telegraph Co. for November and | 
for first 11 months of 1927. 

Page 6, Col. 3 

See Railroads. 


Special Senate Committee investigat- 
ing authenticity of alleged Mexican 
documents published in Hearst news- 
papers reports that documents were 


| forged and no “scintilla” of evidence | 
| has been uncovered to show that any | 


United States Senator was promised 
money or accepted money from a Mex- 


ican official. 
Page 2, Col. 2 | 


Railroads 


Counsel for Association of Railway | 
Executives supports bill for voluntary | 
consolidations of railways at hearing | 
before Senate Committee. | 

Page 1, Col. 7 | 

Representatives of railroads present 
arguments against wage increase for | 
engineers at arbitration 
hearing. | 

Page 1, Col. 5 | 

I. C. C. suggests change in procedure | 
in obtaining authorization for security | 
issues in connection with railway re- | 


organizations. 
Page 6, Col. 1 | 


Supreme Court hears arguments in | 
case involving liability of railroad for | 
injuries to employe. (Toledo, St. Louis 
& Western v. Allen.) | 
Page 4, Col. 6 | 

Ship owners and operators recom- | 
mend legislation for development of 
Merchant Marine at conference under 
auspices of Shipping Board. | 

Page 3, Col. 4 

Chicago <& Northwestern Railway | 

asks authority to issue $176,000 in | 


Page 7, Col. 4 
Atchison, Topeka & Santa Fe Rail- | 
way to issue $9,296,400 of additional 
common stock. 
? Page 7, Col. 4 
York, Hanover & Frederick Railway | 
Co. to issue $462,000 of capital stock. | 
Page 7, Col. 6 


Weight Limit Increased 
On Parcels to Abyssinia 
The weight limit applicable to parcel 


post packages destined for delivery in 
Abyssinia has been increased from 11 to 


22 pounds, the Second Assistant Post- | 


master General, W. Irving Glover, has 
just announced. 
announcement follows: 


Effective at once the weight limit ap- | 


plicable to parcel post packages ad- 


dressed for delivery in Abyssinia is in- | place so iow that the hens become 50 | 


acai | frightened that the il , thus in- } 
Parcels weighing more than 11 pounds | ch rie y poe vp, ee & 


but not more than 22 pounds will be ac- | 
cepted at the postage rate of 14 cents a | 
pound or fraction of a pound in addition | 


creased from 11 to 22 pounds. 


to a transit charge of $1.24 per parcel. 


Both postage rates and transit charges | 
must be prepaid by the sender at time of | 


mailitig. 


Hens Said to Suffer 
From Airplane Fright 


The Postmaster General, Harry S. 
New, has notified the National Air Trans- 
port, which has the air mail contract 


over the route between Chicago and New | 
York, and whose planes fly over Gar- | 


rettsville, Ohio, against the low-flying 
of planes over that town, because of a 
of a poultry dealer, who 
charged that the planes caused his hens 
to “pile up” and injure eacn other. The 
Post Office Department has just an- 
nounced. 

This causes the hens to refuse “to lay 
the usual number of eggs,” the complaint 
stated, the Department said. The full 
text of the Department’s announcement 
follows: 

The proprietor of the “Cackle Corner 
Poultry Farm,” located at Garrettsville, 
Ohio, feels that he has a grievance 
igainst the United States air mail planes. 

In a letier received by 
General New, the owner of this chicken 


+ 


| established new high record. 


| in investigation of cost of producing 


| . 
| Taxation 


| eight requests for power 


} and wetter than normal last year, pro- 


| Wool 


The full text of the | 


Postmaster 


Summary of rate decisions by the 
%& G GC 
Page 6 


Reclamation 


Governor of Utah expresses opposi- 
tion of four upper Colorado River basin 
States to Swing Boulder Dam bill at 
hearing of House Committee. 

Page 1, Col. 2 

Senate .Committe hears witnesses 
favoring adoption of ‘Columbia River 
irrigation project. 


Retail Trade 


December 


Page 1, Col. 6 


volume of retail trade 





Page 5, Col. 7 
Supreme Court 


Journal of the Supreme Court of the 
United States. 


2 
Tariff 
Senator McMaster offers amendment 
to his resolution which would put Sen- 
ate on record as favoring tariff revi- 
sion downward. 


Page 12, Col. 7 


Page 3, Col. 5 
Tariff Commission to hold hearings 


milk and cream. 
Page 1, Col. 5 
Bill introduced by Representtive Cel- 
ler proposes lower duty rates on pre- 
cious stones. 
Page 1, Col. 6 





Senator Smoot advises delay in con- 
sideration of tax reduction until rev- 
enues and appropriations can be ap- 
proximated. 

Page 4, Col. 5 

Acquiesciences of Commissioner of 
Internal Revenue in decisions of Board 
of Tax Appeals. 

Page 4, Col. 7 

Senator Borah urges delay in re- 
duction of taxes. 

- Page 3, Col. 4 

Summary of Decisions by Board of 
Tax Appeals. 

Page 4 

Tax Calendar. 

Page 4 

See Special Index and Digest of Tax 


, 


Decisions and Rulings on Puge 4. 


Trade Practices 


Federal Trade Commission reviews 
findings in final part of report to be 
submitted to Senate on competitive con- 
ditions in Electrical Equipment In- 
dustry. 

Page 1, Col. 5 


Water Power 


Federal Power Commission receives 

project li- 

censes in various sections of the na- 
tion. 

Page 7, Col. 5 

= 


Veterans 


House subcommittee hears requests 
for expansion of facilities to care for 
disabled war veterans. 

Page 2, Col. 4 





W eather 


Weekly report on weather and crops 
by Weather Bureau; truck crops in 
South revive under warmer tempera- 
tures. 

Page 5, Col. 1 

Weather Bureau, in Summary of 
1927, reports that weather was warmer 


vidihg longer growing season. 
Page 1, Col. 2 


Wool aes of Argentina for first 
nine months of 1927 exceed exports of 
entire year of 1926. 





Page 5, Col. 6 


yield to the low flying planes which ap- 
pear over his farm every week or so, 
causing his hens to “pile up” and injure 
each other. In this frightened state, 
| he says, the hens refuse to lay the 
| usual number of eggs and he is afraid 
that his business will be ruined if the 
planes continue their low flying. 

“IT am a poultry raiser keeping about 
2,500 Leghorn hens,” says the proprietor 
of the poultry farm in his letter to the 
Postmaster General. “About once in two 
or three weeks an airplane, sometimes 
it is a U. S. mail plane, flys over my 


juring each other and my egg yield drops 
one or two hundred eggs per day and 
by the time I get them back to normal 
along comes another low flying machine 
and sends the egg yield down again. 

“IT dare say a small flock would not 
be harmed as much as the larger flocks, 
| but the loss to me is so great that I fear 
| it may put me out of business and I 

wondered if he planes could not be re- 
' quested to fly higher.” 


The Postmaster General has notified | 


the National Air Transport which has 
the contract for the New York to Chi- 
cago air mail route and which passes 
over the farm of the poultry dealer at 
Garrettsville, suggesting that the planes 
of the company ascend a little higher 
when they reach that town. 


| Bill for Extension Agents 
In Flooded Areas Passed 


Employment of such county extension 
agents as are necessary for the flood- 
devastated areas of the lower Mississippi 
Valley would be authorized by a bill 
(S. 672), passed by the Senate January 
11, and which carries authorization for 
| an appropriation of $500,000 to pay for 
the aid thus extended, 

The measure was sponsored by Sena- 
tor Robinson (Dem), of Arkansas. Ex- 
penditure of the funds authorized 
placed under supervision of the Secretary 
of Agriculture, The bill now goes to 





appointments by the Philippine Senate, | farm blames the decrease of his egg 4 the House, 


Ship Operators 
Favor Aid for 


Merchant Marine 


Program of Legislation Is 
Recommended in Resolu- 
tions Submitted to Ship- 
ping Board. 


[Continued from Page 3.] 
lished by the Shipping Board only 10 
have been sold. 

Although efforts are being made to 
remove some of the existing handicaps 
by converting a number of the Govern- 
ment’s vessels into motorships, the pro- 
cess is a slow and costly one and thus far 
has been applied to only a few ships. 
The net results of these operations may 
be summed up by saying that while the 
converted vessels show a gratifying de- 
crease in operating costs, the gain in 


| speed is negligible and in no sense off- 
| sets the fast service furnished by our 


foreign competitors with new ships of 
modern type designed for specific trade 
routes. 


Fleet Becoming Obsolete. 

The present situation admits of 
misinterpretation. Our overseas: mer- 
chant fleet is becoming rendered ob- 
solete by the rapid march of science and 
invention, which has completely revolu- 
tionized the manner of vessel propulsion 
since our ships were built. In the ab- 
sence of a replacement and recondition- 
ing program, early transfer of a sub- 
stantial part of the remaining ships to 
private ownership, with reasonable as- 
surance of continued operation, is un- 
likely. 

In these circumstances but ‘two alter- 
natives present themselves. One is to 
modernize the fleet. The other is to re- 
tire from the seas. The most vital na- 
tional interests are involved, to say noth- 
ing of an annual ocean freight bill ex- 


no 





| gress full 


| which in 
| structed in American shipyards to mod- 
| ernize the services now operated by the 





ceeding $700,000,000. 


. We believe that the Shipping Board, 
in the face of serious obstacles, has done 


| its best to carry out the Merchant Ma- 


rine Act of 1920. But we further be- 


| lieve that a crisis has been reached and 


that the future of the American mer- 


| chant marine now depends upon prompt 
| Constructive action by Congress. 


This action should look toward recon- 


| ditioning some of the present fleet, and 
| should 


u otherwise provide inducements 
having in view its early transfer to pri- 


| vate ownership under conditions assur- 
| Ing continuance of operation. 
| Congress may do along this line will be 

unavailing unless it provides a way by 
| which private American citizens will be 
| enabled to 


Whatever 


ablec own and operate modern 
ships in the ocean-carrying trade of the 
world in competition with citizens of the 
other great maritime nations. 

Pending Bills Indorsed. 


Now, Therefore, With due regard to 
the exigencies of the shipping situation 


| as above set forth, be it 


Resolved, that this Conference in- 
dorses the general principles and pol- 
icies_ embodied in the bills at present 
pat re _ ae as the Wood 
i - R. 2) and the Copeland bi Ss. 
2036); and ° —* 

Resolved Further, that we recommend 
that the principles and policies contained 
in the main provisions of the above-men- 


| tioned bills be enacted into law, and to 


that end, that the Shipping Board fur- 


nish such information to Congress and 
make such reasonable effort to procure 
| amendments and modifications as may be 
| necessary to provide such adequate aid 
as will assure the United States’ having 
| @ successful, permanent American mer- 


chant marine under private 
and 
Further Resolved, that we recommend 
that the Shipping Board lay before Con- 
information concerning the 
and number of new ships 
its judgment should be con- 


ownership; 


character 


Board. 


JOURNAL 
of the 


Supreme Court 
of the 
United States 


January 11, 1928. 


_,The Supreme Court of the United 
States heard arguments in three cases on 
January 11. One case was submitted on 
the printed briefs. Five attorneys were 
admitted to practice before the bar of 
the Court. 

The full text of the Journal for the day 
and Day Call for January 12 follows: 

Present: The Chief Justice, Mr. Justice 
Holmes, Mr. Justice Van Devanter, Mr, 
Justice McReynolds, Mr. Justice Bran- 
deis, Mr. Justice Sutherland, Mr. Justice 
Butler, Mr. Justice Sanford, and Mr, 
Justice Stone. 

Joseph M. Hurt, Jr., of Richmond, Va.; 
Theo. I. Turnbull, of Monticello, Fla.; 


| N. P. Sims, of Bowling Green, Ky.; John 


J. Danhof, Jr., of Detroit, Mich., and 
Homer N. Young, of Pittsburgh, Pa., 
were admitted to practice. 

No, 171. Katherine Linstead, Ex- 
ecutrix, etc., petitioner, v. Chesapeake & 
Ohio Railway Co. Submitted by Mr, 
John W. Cowell for the, petitioner, and 





is | 


by Mr. Frank M. Tracy for the re- 
spondent. 

No. 160. Toledo, St. Louis & Western 
R. R. Co., petitioner, v. Hilbert Stuart 
Allen. Argument continued by Mr, 
Frank H. Sullivan for the petitioner, and 
concluded by Mr. Holland R. Polak for 
the respondent. 

No, 500. Thomas J. Casey, petitioner, 
v. The United States of America. Ar- 
gued by Mr. John T. Casey for the peti- 
tioner, and by Mr. Solicitor General 
Mitchell for the United States. Leave 
granted petitioner to file reply brief on 
or before Tuesday next. 

No. 600. Frank Nigro v. The United 
States of America. Argument com- 
menced by Mr. William G. Lynch for 
Nigro, and continued by Mr. Solicitor 
General Mitchell for the United States, 

Adjourned until 12 o’clock, January 

2, when the day call will be as fol- 
ows: Nos. 600, 162, 163, 168, 170, 172, 
174, 178, 179, and 180. 





